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Revenue: REPORT TO SHAREHOLDERS 


We are pleased to report that the balance of re- 
venue for the half-year ended April 30th, 1970, at 
Income from loans $2,299,795 : 
Ns seo SOME ae tas 903,978 $346,080, was almost three times greater than for 
Other operating revenue 139,715 the full year ended October 31st, 1969, reported 
to our shareholders in the Second Annual Report. 


Total revenue 3,343,488 This much improved earning picture was the result 
of excellent growth in the Bank’s assets to over 
$90 million compared to $74 million at the end of 
Expenses: October last. We are hopeful that increases in both 
earnings and assets during the remainder of the 
year will continue. However, in a climate of chang- 


Ur etes OOS posits [ep p22 ing economic conditions and a period of rising un- 
Salaries, pension contributions and tee 

other staff benefits 631,852 employment, it is premature to forecast that the 
Property expenses, including growth rate will be maintained. 

depreciation 204,556 
Other operating expenses, including Since the year-end, two branches in the Interior of 


provision for losses on loans based 


) the Province have been opened at Kelowna and 
on estimated three-year average 


Kamloops and from the response that we have 


loss experience 405,478 
received thus far, we can say that both of these 
units will make a valuable contribution to the 
Deu eer eles Ene AES Bank’s earnings in the foreseeable future. Owing to 
the unsettled conditions in the construction indus- 
Balance of revenue 346,080 try, we may not be able to open further branches 
eS erie otte}))Osse= hee cee during the present fiscal year. However, we do 
have a network of 10 branches and have plans for 

Balance of profits before income taxes 184,080 


ie ; : the opening of other units in key locations 
Provision for income taxes relating 
thereto 78,000 throughout the Province. These will be announced 
—— when opening dates have been scheduled. 


Balance of profits for the period $ 106,080 


AGBERI Exh ALE 
Chairman and President. 


BANK OF BRITISH COLUMBIA 


Statement of Assets and Liabilities 


(unaudited) 
ASSETS 
April 30, October 31, 
1970 1969 
Cash resources: 
Cash and due from banks $14,742,875 $ 9,428,903 
Cheques and other items in transit, net 512,460 465,294 
15,255,335 9;894,197 
Securities: 
Securities issued or guaranteed by Canada, at amortized value 5,345,398 3,880,072 
Securities issued and guaranteed by provinces, at amortized value 881,860 541,801 
Other securities, not exceeding market value 18,398,689 18,960,026 
24,625,947 23,381,899 
Loans: 
Day, call and short loans to investment dealers and brokers, secured 10,953,540 13,309,005 
Other loans, including mortgages, less provision for losses 37,015,116 24,881,207 
47,968,656 38,190,212 
Bank premises at cost, less amounts written off 1,133,103 1,045,071 
Securities of and loan to a corporation controlled by the bank 551,729 142,811 
Customers’ liability under acceptances, guarantees and letters of credit, 
as per contra 838 328 1,184,991 
Other assets 281,831 164,146 
$90,654,929 $74,003,327 
LIABILITIES 
April 30, October 31, 
1970 1969 
Deposits: 
Deposits by Canada 88,721 119,683 
Deposits by a province 5,664,223 7,286,917 
Deposits by banks 6,860,066 2,690,769 
Personal savings deposits payable after notice, in Canada, in Canadian currency 17,604,561 10,706,439 
Other deposits 46,638,834 38,834,445 
76,856,405 59,638,253 
Acceptances, guarantees and letters of credit 838,328 1,184,991 
Other liabilities 1125227 332,114 
Accumulated appropriations for losses (Note) 311,466 311,466 
Shareholders’ equity: 
Capital: 
Authorized 1,000,000 shares par value $10 each. Issued and fully paid, 

510,555 shares 5,105,550 5,105,550 
Rest account 7,400,000 7,400,000 
Undivided profits (Note) 30,953 30,953 

12,536,503 12,536,503 
$90,654,929 $74,003,327 


NOTE: In order to conform with the monthly reports required by the Bank Act the Appropriation for Losses and Undivided 
Profits for the six month period ended April 30, 1970 have been applied as reductions in loans in the above Statement. 


Statement of Revenue and Expenses 


For the six months ended April 30. 
(unaudited) 


Revenue: 
1971 1970 


Income from loans $3,043,003 $2,299,795 
Income from securities 1,460,750 903,978 
Other operating revenue 219,560 139715 / 


Total revenue AL TIPE oH} 3,343,488 


Expenses: 


Interest on deposits 2,541,608 1,755,522 From the beginning, Bank 
Salaries, pension con- of British Columbia has 


pee IS 896,437 631,852 strived to offer the greatest 
Property expenses, _ possible benefits to its cus- 
i saeees eae Ek geo le ig § caves, tomers . . . good service . . . 
penses, including higher interest rates... 
provision for losses on lower interest on loans... 
REUSE INEST and total banking facilities. 


mated four-year 


three-year in 1970 
ce eee If you are not already 


perience 598,357 405,478 banking at Bank of British 
Columbia, why not consider 


Total expenses 4,320,529 2,997,408 : ; 2 : F 
ee it? You'll be investing in 
Balance of revenue 402,784 346,080 ‘ our Province. Money placed 
Appropriation for losses 180,000 162,000 with us stays with us... 
Balance of profits right here, working for 

before income taxes 222,784 184,080 British Columbians 
Provision for income ; 

taxes relating thereto 110,000 78,000 


A warm welcome awaits 
Balance of profits for you, and as a sharehoider 
the period $112,784 $106,080 of the Bank. we have a very 

”) 
special interest in you. Come 
grow with us today. 


INTERIM 
REPORT 


For the six months ended 
April 30, 1971 (unaudited) 
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Report to Sharchelders ee 


We are pleased to report that the 
balance of revenue for the period ended 
April 30th, 1971, rose by $56,704 over 
the same period last year to $402,784. 
Growth in deposit volume assisted in im- 
proved earnings; however, we have been 
successful in effecting a change in the 
Bank’s asset structure in favour of loans 
and away from our past large holdings of 
securities. We are hopeful that a further im- 
provement in earnings will be evident over 
the balance of the year. 

Our Province has experienced depress- 
ed economic conditions and severe unem- 
ployment, but | am encouraged that we are 
now in an economic recovery. We subse- 
quently expect continued growth in both 
assets and earnings but it is increasingly 
difficult to contain the Bank’s operating 
costs. 

Since the year-end, three new bran- 
ches have been opened, namely, 937 West 
Georgia, Vancouver; North Vancouver; 
and Vernon in the Interior of the Province 
bringing to 13 the number of branch offices 
in operation. During the next few months 
we expect to open branches at Chilliwack 
and Cranbrook as well as additional bran- 
ches in Greater Vancouver. Our branch 
development program last year was Cur- 
tailed owing to unsettled conditions in the 
construction industry and therefore branch 
openings this year will likely be greater in 
number than for a normal year. 


A.E. Hall 
Chairman and President 


Bank of British Columbia 


Come grow with us today. 


Statement of Assets and Liabilities (unaudited) 


ASSETS 


Cash resources: 

Cash and due from banks 

Cheques and other items in 
transit, net 


Securities: 

Securities issued or guaranteed 
by Canada, at amortized 
value 

Securities issued or guaranteed 
by provinces, at amortized 
value 

Other securities, not exceeding 
market value 


Loans: 
Day, call and short loans to 
investment dealers and 
- brokers, secured 
Other loans, including mort- 
gages, less provision for 
losses 


Bank premises at cost, less 
amounts written off 

Securities of and loan to a 
corporation controlled by 
the bank 

Customers’ liability under 
acceptances, guarantees and 
letters of credit, as per 
contra 

Other assets 


April 30, 
1971 


$177/51,780 


42,187 
T193,907, 


7,926,824 


3,301,860 


22,201;178 
33,489,862 


123 955 


79;903)907 
92,663,862 


1,338,124 


726,921 


10235192 
180,386 


$147,216,314 


April 30, 
1970 


$14,742,875 


512,460 
15,2597330 


5,345,398 


881,860 


18,398,689 
24,625,947 


10,953,540 


37-36 bel 96 
48,314,736 


ISLS37103 


5S 1/29 


838,328 
281,631 


$ 91,001,009 


LIABILITIES 


Deposits: 

Deposits by Canada 

Deposits by a province 

Deposits by banks 

Personal savings deposits 
payable after notice, in 
Canada, in Canadian 
currency 

Other deposits 


Acceptances, guarantees and 
letters of credit 

Other liabilities 

Accumulated appropriations 
for losses (Note) 


Shareholders’ equity: 


Capital: 

Authorized 1,000,000 shares 
par value $10 each. Issued 
and fully paid, 510,555 
shares 

Rest account 

Undivided profits (Note) 


April 30, 
1971 


See 243,507 
3,069,497 
14,154,712 


23,511,284 
50,999,901 


bS52,5/5,/08 


1,023,192 
446,372 


474,118 


5,105,550 
7,550,000 
36,291 


12,693,841 
$147,216,314 


April 30, 
1970 


$ 88,721 
5,664,223 
6,860,066 


17,604,561 
46,638,834 


76,856,405 


838,328 
458,307 


311,466 


5,105,550 
7,400,000 
30;953 


12;536,006 
$ 91,001,009 


Note: The Bank Act now requires that undivided profits and 
appropriation for losses for interim periods be included under 
the heading “Other Liabilities’. As this represents a change in 
the reporting requirement we have restated the April 30, 1970 
figures for purposes of Comparison. 


Statement of Revenue and Expenses 


For the six months ended April 30 
(unaudited) 


1972 
Revenue 
Income from loans $5,044,012 
Income from securities 763,311 
Other operating revenue 402,662 
Total revenue 6,209,985 
Expenses 
Interest on deposits 
and bank debentures 3,564,626 
Salaries, pension contri- 
butions and other staff 
benefits 2715536 
Property expenses, 
including depreciation 389,586 
Other operating expenses, 
including provision for 
losses on loans based 
on estimated five-year 
(four-year in 1971) aver- 
age loss experience 775,068 
Total expenses 6,000,816 
Balance of revenue 209,169 
Appropriation for losses 60,000 
Balance of profits before 
income taxes 149,169 
Provision for income taxes 
relating thereto 75,000 
Balance of profits for 
the period 74,169 


Ie yAat 


$3,043,003 
1,460,750 
219,560 


4,723,313 


2,541,608 


896,437 


284,127 


D98\30V7/ 


4,320,529 


402,784 
180,000 


222,784 


110,000 


112,784 


= 


eis 


. 


Bank of British Columbia's 
full range of services includes: 


Bank-by-mail 

Non chequing Savings Accounts 
Certificates of Deposit 
Personal Chequing Accounts 
Current Accounts 

Personal Loans 

Mobile Home Loans 

Student Loans 

Home Improvement Loans 
Mortgage Loans 

Business Loans 

Farm Improvement Loans 
Fisheries Improvement Loans 
Commercial Letters of Credit 
Foreign Exchange Transactions 
Foreign Currency 

Travellers Cheques 

Travellers Letters of Credit 
Money Orders 

Securities Transactions 
Safety Deposit Boxes 
Safekeeping 

Night Depository 


Bank of British Columbia 


Come grow with us today. 


Bank of British Columbia 


INTERIM 
REPORT 


For the six months ended 
\ April 30, 1972 (unaudited) 


Report to Shareholders 


We wish to report that the balance of revenue for 
the period ended April 30th, 1972, amounted to 
$209,169. This is a decrease of $193,615. compared 
with the same period last year and the result was not 
unexpected due to the large number of branches 
opened during the last six months of the fiscal year 
ended October 31st, 1971. In fact, the General Man- 
ager, in his remarks at the Annual Meeting, stated that 
new branch openings represent a drain on income in 
their early development stages and we, of course, 
opened more branches than normal during this period 
owing to construction delays in the previous year. New 
branches have been curtailed for this fiscal year and 
we anticipate that there will be an important turn- 
around in the Bank's net earnings for the last half of 
this year 

Another contributing factor to reduced earnings 
for the half year just closed was the non-recurring 
sizeable bond trading profits during the same six 
months in the previous year. In addition to this, 1n- 
terest rates have been high in the term deposit area 
and at a cost which almost equals our prime lending 
rate 

The growth of the Bank has continued as reflected 
by the Bank’s assets which now exceed $208 million 
compared to $147 million as at the end of the same 
period last year. On November 15th, 1971, the Bank 
raised $5 million by way of a debenture issue and this 
amount has been added to the capital of the Bank 
which assists us in handling larger loaning situations 

With the added growth of the Bank, coupled with 
the fact that our new branches will be progressively 
turning into a profit-earning basis, we are confident 
that the next six months will reflect better earnings 
for our shareholders 


A.E. Hall 


Chairman and President 


Statement of Assets and Liabilities (Unaudited) 
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ASSETS 


Cash resources 

Cash and due from banks 

Cheques and other items in 
transit, net 


Securities 

Securities issued or guaranteed 
by Canada, at amortized value 

Securities issued or guaranteed 
by provinces, at amoritzed value 

Other securities, not exceeding 
market value 


Loans 

Day, call and short loans to 
investment dealers and 
brokers, secured 

Other loans, including mortgages, 
less provision for losses 


April 30, 
1972 


$27,535,429 


3,129,051 
36,265,110 


4,021,449 
922,822 


11,416,383 
16,360,654 


18,825,664 


122,247,778 


April 30, 
1971 


OL 7./ 515780 


42,187 
7579 3;907, 


7,926,824 
3,301,860 


22, 20137 Ss 
33,489,862 


V2F/09;959 


79,903,907 
92,663,862 


141,073,442 


Bank premises at cost, less 
amounts written off 

Securities of and loan toa 
corporation controlled by 
the bank 

Customers’ liability under 
acceptances, guarantees and 
letters of credit, as per contra 


Other assets 


1,504,609 


771,266 


P67 329 


S/F 962 
$208,026,372 


1,338,124 


720,924 


1023-192 


180,386 
$147,216,314 


LIABILITIES 


Deposits 

Deposits by Canada 

Deposits by a province 

Deposits by banks 

Personal savings deposits 
payable after notice, in 
Canada, in Canadian 
currency 

Other deposits 


Acceptances, guarantees and 
letters of credit 

Other liabilities 

Accumulated appropriations for 
losses 


Capital Funds 
Debentures issued and outstanding 
(7%% November 15, 1991) 
Capital stock 
Authorized 1,000,000 shares, par 
value $10 each. 
Issued and fully paid 
510,555 shares 
Rest account 
Undivided profits 


April 30, 
1972 


2,147,354 
1,339,320 
27,597,704 


33,473,193 
106,603,109 


177,160,688 
Sy Ble 725) 
414,628 


I357 9) 


5,000,000 


5,105,550 
7,700,000 
38,380 


17,843,930 


$208,026,372 


April 30, 
1971 


1,243,397 
3,069,497 
14,154,712 


23,511,284 
605 99,90" 


Ne yReN tenvhe)| 


O23 92 
446,372 


474,118 


5,105,590 
7,550,000 
38291 


12,693,841 


$147,216,314 


Statement of Revenue and Expenses 
For the six months ended April 30. 
(Unaudited) 


Revenue 

Income from loans $7,508,407 $5,044,012 
Income from securities 614,203 763,311 
Other operating revenue 638,987 402,662 


Total revenue $8,761,597 $6,209,985 


Expenses 


Interest on deposits 

and bank debentures $4,918,240 $3,564,626 
Salaries, pension contri- 

butions and other staff 

benefits 1,820,192 1,271,536 
Property expenses, 

including depreciation 443 288 389,586 
Other operating expenses, 

including provision for 

losses on loans based 

on estimated five-year 

average loss experience 1,103,157 775,068 


Total expenses $8,284,877 $6,000,816 


Balance of revenue 476,720 $ 209,169 
Appropriation for losses 220,000 60,000 


Balance of profits before 

income taxes $ 256,720 $ 149,169 
Provision for income taxes 

relating thereto 123,000 75,000 


Balance of profits for 
the period \ekchreeta) ey re hal(ss8) 


AR29 


Bank of 
British Columbia 


Bank of British Columbia’s 
full range of services includes: 


Bank-by-mail 

HighInterest B.C. Banksavings Accounts 
Chequing Savings Accounts 
Certificates of Deposit 
Personal Chequing Accounts 
Current Accounts 

Persona! Loans 

Mobile Home Loans 
Pleasure Boat Loans 
Student Loans 

Home Improvement Loans 
Mortgage Loans 

Business Loans 

Farm Improvement Loans 
Fisheries Improvernent Loans 
Commercial Letters of Credit 
Foreign Exchange 

Travellers Cheques 
Travellers Letters of Credit 
Money Orders 

Securities Transactions 
Safety Deposit Boxes 
Safekeeping 

Night Dispository 


Bank of 


British Columbia 


Interim Report 


For the six months ended 
April 30, 1973 (Unaudited) 


Report to the Shareholders 

We are pleased to submit to you our 
unaudited financial statements for the 
six month period ended April 30, 1973. 
Balance of revenue amounted to 
$476,720, an increase of $267,551 or 
128% compared to the corresponding 
period of last year. 

This increase in revenue reflects 
a continued strong growth in assets. 
Total assets now exceed $268 million 
compared to $208 million as at the end 
of the same period last year, a growth 
of 29%. 

The results for the first six months are 
encouraging, but it is recognized that 
economic and monetary conditions 
affect the Bank's profitability. Therefore, 
while earnings forecast for the full 
year appear favourable, they will be 
dependent upon conditions prevailing in 
the last half of this year. 

The Bank now has twenty-two 
branches, two of which were opened 
during this six-month period. Three more 
branches are committed for the balance 
of this year. 

A. E. Hall 
Chairman and President 


Statement of Assets and Liabilities (Unaudited) 
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ASSETS 


Cash resources: 

Cash and due from banks 

Cheques and other items 
in transit, net 


Securities: 

Securities issued or guaranteed 
by Canada, at amortized value 

Securities issued or guaranteed 
by provinces, at amortized value 

Other securities, not exceeding 
market value 


Loans: 

Day, call and short loans to 
investment dealers and 
brokers, secured 

Other loans, including mortgages, 
less provision for losses 


Bank premises at cost, less 
amounts written off 

Securities of and loantoa 
corporation controlled by 
the Bank 

Customers liability under 
acceptances, guarantees and 
letters of credit, as per contra 


Other assets 


April 30, 
1973 


$ 32,623,040 


5,484,010 
$ 38,107,050 


$ 6,446,436 
1,420,668 


10,588,742 
$ 18,455,846 


$ 26,841,933 


179,271,941 
$206,113,874 


$ 1,673,647 


641,817 


2,735,163 
349,426 
$268,076,823 


April 30, 
1972 


$ 27,535,429 


8,729,681 
$ 36,265,110 


$ 4,021,449 
922,822 


11,416,383 
$ 16,360,654 


$ 18,825,664 


122,247,778 
$141,073,442 


$ 1,504,609 


771,266 


Wee S AS) 
379,962 
$208,026,372 


eee, 


LIABILITIES 
April 30, 
1973 


Deposits: 

Deposits by Canada 

Deposits by a province 

Deposits by banks 

Personal savings deposits 
payable after notice, in 
Canada, in Canadian 
currency 

Other deposits 


$ 4,672,558 
12,615,307 
40,418,756 


42,233,362 
145,327,638 


$245,267,621 


Acceptances, guarantees and 
letters of credit 

Other liabilities 

Accumulated appropriations for 
losses 162 ous 


$ 2,735,163 
695,162 


Capital Funds: 

7% % Debentures issued and 
outstanding (redeemable at 
holder’s option in 1977, maturing 
1991) $ 5,000,000 

Capital Stock: 

Authorized 1,000,000 shares, par 
value $10 each. 
Issued and fully paid, 
510,555 shares 
Rest account 
Undivided profits 


5,105,550 
7,900,000 
40,814 


$ 18,046,364 


$268,076,823 


Bank of 
British Columbia 


April 30, 
1972 


$ 2,147,354 
7,339,328 
27,597,704 


33,473,193 
106,603,109 


$177,160,688 


$2.11,6%15329 
414,628 


935,797 


5,000,000 


5,105,550 
7,700,000 
38,380 


$ 17,843,930 


$208,026,372 


Statement of Revenue 

and Expenses 

For the six montns ended April 30 
(Unaudited) 
Mee 


1974 1973 


Revenue: 

Income from loans $15,705,974 $7,508,407 
Income from securities 742,155 614,203 
Other operating revenue 1,096,471 638,987 


Total Revenue $17,544,600 $8,761,597 


Expenses: 

Interest on deposits and 

bank debentures $11,363,709 $4,918,240 
Salaries, pension contri- 

butions and other 

staff benefits 3,181,503 1,820,192 
Property expenses, in- 

cluding depreciation 666,305 443,288 
Other operating ex- 

penses, including 

provision for losses 

on loans based on 

estimated five-year 

average loss 

experience 1,766,605 1,103,157 


Total Expenses $16,978,122 $8,284,877 


Balance of Revenue $ 566,478 $ 476,720 


Provision for income 
taxes related 
thereto 283,000 238,000 


Balance of Revenue 
after provision for 
income taxes $ 283,478 $ 238,720 


AR29 


Bank of 


British Columbia 


Bank of British Columbia’s 
full range of services includes: 


Pioneer Service Plan 
Western Account 

WestBank Savings Account 
Chequing Savings Accounts 
Personal Chequing Accounts 
Certificates of Deposit 
Current Accounts 

WestBank Loans 

Mobile Home Loans 
Pleasure Boat Loans 
Student Loans 

Home Improvement Loans 
Business Loans 

Farm Improvement Loans 
Fisheries improvement Loans 
Mortgage Loans 

Money Orders 

Night Depository 

Safety Deposit Boxes 
Safekeeping 

Travellers Cheques 
Travellers Letters of Credit 
Commercial Letters of Credit 
Securities Transactions 
Foreign Exchange 
Bank-by-mail 


Bank of 
British Columbia 


Cont OLD 


Interim Report 
For the Six Months ended 
April 30th,1974 (Unaudited) 


Report to the Shareholders 

Strong growth in the volume of our 
business continued during the second 
quarter of the fiscal year. We are pleased to 
report that balance of revenue for the six 
months period ended April 30, 1974 
amounted to $566,478, an increase of 
$89,758 or 18.8% over the same period last 
year. Total assets increased to $405 million 
compared to $268 million as at April 30, 1973. 

The results for the first six months are 
generally in line with our forecasts and 
continue to reflect rising operating and salary 
costs. Bearing in mind the strong inf!ationary 
pressures and uncertain economic 
conditions, it is emphasized that interim 
results are not necessarily indicative of the 
trend of earnings for the full year. 

Our new branches in Calgary and 
Edmonton have produced very satisfying 
growth in their first three months of 
operations. Our second Calgary branch in the 
Alberta Place Building at 17th Avenue and 4th 
Street S.W. is now scheduled for late July. We 
received a most favourabie reception in White 
Rock, where we opened our newest branch 
on April 4th and the expectation is that this 
branch will become an early earnings 
producer for your Bank. 


A.E. Hall 
Chairman and Chief Executive Officer 


Statement of Assets and Liabilities (Unaudited) 
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ASSETS LIABILITIES 
April 30, April 30, April 30, April 30, 
1974 1973 1974 1973 
Cash resources: Deposits: 
Cash and due from banks $ 53,361,303 $ 32,623,040 Deposits by Canada $ 1,394,265 $ 4,672,558 
Cheques and other items in Deposits by a province 3,910,131 12,615,307 
transit, net 15,666,504 5,484,010 Deposits by banks 51,907,275 40,418,756 
Personal savings deposits payable 
$ 69,027,807 $ 38,107,050 after notice, in Canada, in Canadian 
currency 75,095,451 42,233,362 
Securities: Other deposits 247,123,141 145,327,638 
Securities issued or guaranteed by 
Canada, at amortized value $ 10,888,031 $ 6,446,436 $379 ,430,263 $245,267 ,621 
Securities issued or guaranteed by 
provinces, at amortized value 568,089 1,420,668 Acceptances, guarantees and 
Other securities, not exceeding letters of credit $ 3,954,388 $. 25735462 
market value 11,905,382 10,588,742 Other liabilities 1,877,675 695,162 
Accumulated appropriations 
$ 23,361,502 $ 18,455,846 for losses 1,582,546 1,332,513 
Loans: Capital Funds: 
Day, call and short loans to 72% Debentures issued and 
investment dealers and outstanding (redeemable at 
brokers, secured $ 26,614,202 $ 26,841,933 holder’s option in 1977, 
Other loans, including mortgages, maturing 1991) 5,000,000 5,000,000 
less provision for losses 278,674,523 179,271,941 Capital stock: 
Authorized 1,000,000 shares, 
$305 288,725 $206,113,874 par value $10 each. Issued and 
fully paid, 510,555 shares 5,105,550 5,105,550 
Bank premises at cost, less amounts Rest Account 8,050,000 7,900,000 
written off $ 2,480,656 $ 1,673,647 Undivided profits 49,344 40,814 
Securities of and loans to a 
corporation controlled by $ 18,204,894 $ 18,046,364 
the Bank 626,268 641,817 
Customers’ liability under $405,049,766 $268,076,823 
acceptances, guarantees and 
letters of credit, as per contra 3,954,388 PTS ANS! 
Other assets 310,420 349,426 


$405 ,049,766 


$268 ,076,823 


Bank of 


British Columbia 


AR29 


Bank of British Columbia’s full 
range of services includes: 


e Inflation Fighter Certificates 

e Inflation Fighter Savings Accounts 
e Pioneer Service Plan 

e Community Service Accounts 

e Western Accounts 

e WestBank Savings Accounts 

e Chequing Savings Accounts 

e Personal Chequing Accounts 

© Certificates of Deposit 

e Current Accounts 

e WestBank Retirement Savings Plan 


e WestBank Home Ownership Savings Plan 


e WestBank Loans 

e Automobile Loans 

e Mobile Home Loans 

e Pleasure Boat Loans 

e Recreational Vehicle Loans 
¢ Student Loans 

® Home Improvement Loans 
e Business Loans 

e Farm Improvement Loans 
e Fisheries Improvement Loans 
e Mortgage Loans 

e Drafts 

e Money Orders 

e Money Transfers 

e Night Depository 

e Safety Deposit Boxes 

e Safekeeping 

e Travellers Cheques 

® Commercial Letters of Credit 
e Securities Transactions 

e Foreign Exchange 

e Bank-by-mail 

e Bankers’ Acceptances 


Bank of 


British Columbia 


Qercctdley Lape ie 


INTERIM REPORT 
For the six months ended 
April 30th, 1976 (Unaudited) 


Report to the Shareholders 


Personal notice deposits have increased 
from $130 Million to $218 Million, an increase 
of 67% from a year ago. Total assets reached 
$730 Million, an increase of 35% over the 
same period last year. A continuation of the 
high interest rate structure which was noted 
in our January 31, 1976 interim report has 
produced a second quarter which is again 
characterized by a high cost of funds and 
narrower spreads. However, the growth in 
assets has enabled the bank to produce a 
second quarter per share balance of revenue 
after income taxes of 80€, equal to that of 

the last quarter despite an increase in the tax 
rate. The balance of revenue after provision 
for income taxes for the six month period of 
$1,222,000 represents an increase of 54% 
over the corresponding period last year 


As planned, we have opened two new 
branches in the Edmonton area, bringing 
the total number of domestic branches to 
thirty-three. 


Uncertain economic conditions make It 
imprudent to predict year end results, 
however, we are hopeful of maintaining 
steady growth in both earnings and assets, 


A. E. Fall 
Chairman and Chief Executive Officer 


1 ’ 
STATEMENT OF REVENUE AND EXPENSES 
(Unaudited) For the Three Months Ended For the Six Months Ended 
April 30, April 30, April 30, April 30, 
1976 1975 1976 1975 
(in thousands of dollars) (in thousands of dollars) 
REVENUE: 
Income from loans $15,551 $10,911 $29,649 $23,141 
Income from securities 1,004 848 1,919 1,806 
Other operating revenue 1,149 837 2,210 1,629 
Total revenue $17,704 $12,596 $33,778 $26,576 
EXPENSES: ; 
Interest on deposits and bank debentures $10,852 SS a2Xs) $20,670 $16,913 
Salaries, pension contributions and other staff benefits 3,046 PRPXENT) 5,895 4,340 
Property expenses, including depreciation 588 481 1,126 957 
Other operating expenses, including provision for 
losses on loans based on estimated five-year 
___ average loss experience 1,969 1,490 3,643 2,704 
__ Total expenses $16,455 $11,466 $31,334 $24,914 
Balance of revenue $ 1,249 1, 1SO) $ 2,444 $ 1,662 
Provision for income taxes related thereto 636 593 e222) _ 872 
oe =, 
Balance of revenue after provision for income taxes $ 613 $ 537 S 1,222 >. K $° 790 
Per share (Note 1) .80 14 1.60 1.28 
BALANCE SHEET HIGHLIGHTS as at April 30th 
(Unaudited) (in thousands of dollars) Per Cent 
Increase 
: 1976 1975 (Decrease) 
Cash and due from banks $ 95,636 $ 97,868 (23375) 
Securities 62,479 40,329 54.9% 
Loans 538,480 376,851 42.9% 
Other assets 34,390 25,605 Byal SI, 
Total Assets $730,985 $540,653 Sba2u6 
Personal notice deposits $218,312 $130,448 67.4% 
Other Canadian currency deposits 355,542 245,108 Amalia 
Other currency deposits 102,375 120,880 (15.3%) 
Other liabilities 27,933 22,792 22.6% 
Capital funds 26,823 21,425 DES 2G 
Total Liabilities $730,985 $540,653 35.2% 


NOTES: 

1. The balance of revenue per share figures have been calculated on the weighted monthly average of equivalent fully paid shares, reflecting the 
rights issue in January 1975. The average number of shares for the three months and six months ended April 30, 1975 was 725,750 and 631, 775 
respectively. During 1976 there were 765,832 shares outstanding. 


2. The balance of revenue is not affected by the anti-inflation guidelines as they apply to banks. 
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Bank of British Columbia’s full 
range of services includes: 


e Bonanza Account 

e Inflation Fighter Certificates 

e Inflation Fighter Savings Accounts 
e Pioneer Service Plan 

¢ Community Service Accounts 
e Western Accounts 

e WestBank Savings Accounts 
e Chequing Savings Accounts 
e Personal Chequing Accounts 
e Certificates of Deposit 

e Current Accounts 

e WestBank Retirement Savings Plan 
e WestBank Home Ownership Savings Plan 
e WestBank Loans 

e Automobile Loans 

e Mobile Home Loans 

e Pleasure Boat Loans 

e Recreational Vehicle Loans 

e Student Loans 

e Home Improvement Loans 

e Business Loans 

e Farm Improvement Loans 

e Fisheries Improvement Loans 
e Mortgage Loans 

e Drafts 

e Money Orders 

e Money Transfers 

e Night Depository 

e Safety Deposit Boxes 

e Safekeeping 

e Travellers Cheques 

e Commercial Letters of Credit 
e Securities Transactions 

e Foreign Exchange 

e Bank-by-mail 

e Bankers’ Acceptances 


Bank of 


British Columbia 


HEAD OFFICE: 1725-TWO BENTALL CENTRE, VANCOUVER, BRITISH COLUMBIA 


Cut 


Bank of 


British Gorin! 


E., adesWa We bie oe 


INTERIM REPORT 
For the six months ended 
April 30th, 1977 (Unaudited) 


Report to the Shareholders 


| am pleased to announce that your Bank has 
reached an important mile-stone in exceeding the 
$1 Billion level in assets. 


The after-tax balance of revenue for the six months 
ended April 30, 1977 is $2,112,000 compared with 
$1,222,000 for the corresponding period last year 
The comparative per share earnings for the same 
periods are $2.14 versus $1.60 notwithstanding the 
increased number of shares outstanding in 1977 


The increased profitability has resulted from a 40% 
growth in assets with a corresponding growth in 
revenue while expenses have increased at a lower 
rate. The increase in personal notice deposits has 
kept pace with the asset growth rising from $218 
Million to $305 Million or a total of 39.8% 


While interest rates have eased slightly during this 
quarter, the spread between loan rates and the cost 
of funds has remained constant in relation to the 
previous quarter 


The third Calgary branch has been opened in the 
Forest Lawn area bringing the number of Alberta 
branches to 7 and the total branches to 34. A 
number of branch locations in British Columbia 
are being developed for opening within the 
coming year. 


In light of the continuing uncertain economic 
conditions, it is always unwise to predict full year 
results at this time. However, it is expected that your 
Bank will maintain strong growth in both assets 
and earnings 


T. W. Pilley 
Deputy Chairman, President 
and Chief Executive Officer 


STATEMENT OF REVENUE AND EXPENSES 


(Unaudited) For the Three Months Ended For the Six Months Ended 
April 30, April 30, April 30, April 30, 
1977 1976 1977 1976 
(in thousands) (in thousands) (in thousands) (in thousands) 
REVENUE: 
Income from loans $20,893 $15.55 $41,303 $29,649 
Income from securities 1,509 1,004 3,200 1,919 
Other operating revenue 1,321 ae 2,743 2,210 
Total Revenue $23,723 $17,704 $47,246 $33,778 
EXPENSES: 
Interest on deposits and bank debentures $14,499 $10,852 $29,334 $20,670 
Salaries, pension contributions and other staff benefits 3,738 3,046 7,480 5,895 
Property expenses, including depreciation 708 588 1,413 eieo 


Other operating expenses, including provision for 
losses on loans based on estimated five-year 


average loss experience | 222,913 Lee 5,368 3,643 
Total Expenses : —_- $21,858 = $16,455 $43,595 $31,334 
Balance of Revenue $ 1,865 $ 1,249 $ 3,651 $ 2,444 
Provision for income taxes related thereto bakes) _ AC eee OSes 1,539 e222 
Balance of revenue after provision for income taxes S219 eee olce $ 2,112 Su ileee 
Per Share (Note 1) -- ; SSSI __ 20.00 ee 392.142 $1.60 


BALANCE SHEET HIGHLIGHTS as at April 30th 


(Unaudited) Per Cent 
(in thousands of dollars) Increase 

: ne a el 1977 1976 (Decrease) 
Cash and due from banks $ 90,792 $ 95,636 (S19 
Securities 74,404 62,479 19.1 
Loans 815,407 538,480 51.4 
Other assets _ - e 44,537 34,390 CoS 
Total Assets _ eS $1,025,140 $730,985 40.2 
Personal notice deposits $ 305,183 $218,312 39.8 
Other Canadian currency deposits 524,381 355042 Aes 
Other currency deposits 126,666 OZ S/S) Zown 
Other liabilities 36,283 2 Se 29.9 
Capital funds” r ~i Se 20277, 26,823 21.6 
Total Liabilities 7 $1,025,140 $730,985 40.2 
NOTES 


1. The balance of revenue per share figures have been calculated on the weighted monthly average of equivalent fully paid shares, reflecting the rights 
issue in September 1976. The average number of shares for the three months and six months ended April 30, 1977 was 1,008,001 and 986,037 
respectively. During 1976 there were 765,832 shares outstanding. 


2. The balance of revenue is not affected by the anti-inflation guidelines as they apply to banks. 
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Canada’s Western Bank 


& Bank of British Columbia 


MINUTES OF THE SPECIAL MEETING OF SHAREHOLDERS 
November 21, 1984 


The Special Meeting of Shareholders of Bank of British Columbia was held on 
Wednesday, November 21, 1984 at 11:00 o'clock in the forenoon in the Park Ballroom, 
Four Seasons Hotel, 791 West Georgia Street, Vancouver, B.C. 


Mr. E.F. Kaiser, Jr., requested the approval of the Meeting to the appointment of himself 
as Chairman and Mr. T.D. Tutti as Secretary of the Meeting, and the appointment of Mr. 
Jack Huff and Mrs. Lana Man as Scrutineers to compute the votes of any ballots taken at 
the Meeting and to report thereon to the Chairman. 


It was moved, seconded and resolved that the foregoing appointments be approved. 


The Chairman declared that he had received satisfactory proof from the Secretary that 
Notice of the Meeting had been duly given in accordance with the Bank Act and as a 
quorum was present, he declared the Meeting properly constituted. 


The Chairman stated that the Minutes of the Sixteenth Annual General Meeting of the 
Shareholders had been published and circulated to all of the Shareholders. 


It was moved, seconded and resolved that the Minutes of the Sixteenth Annual General 
Meeting of the Shareholders of the Bank held on January 10, 1984, copies of which have 
been mailed to the Shareholders, be taken as if read and adopted. 


The Chairman advised that reference to the approval of the Minister of Finance need not 
be included in the proposed By-laws Nos. 6 and 7 and asked for a motion to amend the 
Special Resolution. 


It was moved, seconded and resolved that the amendments be adopted. 
The Chairman requested the Secretary to read the Special Resolution, as amended. 


The motion to adopt the Special Resolution was moved and seconded and the Chairman 
called for a vote by ballot. 


Several matters were raised by Shareholders to which the Chairman responded. 


The Chairman then stated he had received confirmation of the Scrutineers that in addition 
to the votes cast by ballot at the Meeting, substantially all of the Shareholders’ votes cast 
by proxy had been cast in favour of the Special Resolution, and he declared the Special 
Resolution carried by the requisite majority. 


There being no further business, the Chairman declared the Meeting terminated. 
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& Bank of British Columbia 
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BANK OF BRITISH COLUMBIA 


NOTICE OF ANNUAL GENERAL MEETING OF SHAREHOLDERS 
AND MANAGEMENT PROXY CIRCULAR 


as of December 31, 1984 


NOTICE OF ANNUAL GENERAL MEETING OF SHAREHOLDERS 
NOTICE IS HEREBY GIVEN that the Annual General Meeting of the Shareholders of Bank of 


British Columbia will be held in The Westin Bayshore, 1601 West Georgia Street, Vancouver, B.C., on 
Thursday the 31st day of January, 1985, at 11:00 a.m. Pacific Standard Time, for the purposes of: 


I. 


2. 


receiving the financial statements for the year ended October 31, 1984; 
electing Directors; 
appointing Auditors and fixing their remuneration; 


transacting such other business as may properly be brought before the Meeting. 


Vancouver, B.C. 
December 31, 1984 


By Order of the Board 


PETER H. STAFFORD, 
Secretary 


Shareholders who are unable to attend the Meeting in person are requested to complete and return the enclosed 
form of proxy in the envelope provided to The Canada Trust Company, Four Bentall Centre, 1055 Dunsmuir 
Street, Vancouver, B.C. not later than the close of business on Tuesday, January 29, 1985. 


BANK OF BRITISH COLUMBIA 


MANAGEMENT PROXY CIRCULAR 
as of December 31, 1984 


SOLICITATION OF PROXIES 


This Management Proxy Circular is furnished in connection with the solicitation by management of Bank of 
British Columbia (the “Bank’’) of proxies to be voted at the Annual General Meeting of the Shareholders of the 
Bank (the ““Meeting’’) to be held on Thursday, January 31, 1985, for the purposes set forth in the accompanying 
Notice of Meeting. The solicitation will be primarily by mail, but proxies may also be solicited by employees of 
the Bank. The cost of this solicitation will be borne by the Bank. 


APPOINTMENT AND REVOCATION OF PROXIES 


The persons named in the enclosed form of proxy were designated by the Directors of the Bank. A 
Shareholder desiring to appoint some other person to represent him or her at the Meeting may do so either by 
writing such person’s name on the form of proxy and deleting the printed names or by completing another 
proper form of proxy. A person appointed as proxy need not be a Shareholder of the Bank. 


The form of proxy must be signed by the Shareholder, or by his or her attorney authorized in writing. A 
Shareholder who has given a proxy may revoke it by an instrument in writing, executed by the Sharehol- 
der or by his or her attorney authorized in writing, and deposited at the Head Office of the Bank, 1235 - Two 
Bentall Centre, 555 Burrard Street, Vancouver, British Columbia, V7X 1K1 not later than the close of 
business on January 30, 1985, or with the Chairman of the Meeting on the day of the Meeting or any 
adjournment thereof. 


VOTING OF PROXIES 


Shares represented by a properly executed proxy in favour of persons designated in the attached form 
of proxy will be voted on a ballot in accordance with the direction contained in the proxy. In the absence of 
such direction they will be voted in favour of the election of the Nominees for Directors and the appointment of 
Auditors. 


The enclosed form of proxy also confers discretionary power on the persons named therein with respect 
to matters not specifically mentioned in the Notice of Meeting but which may properly come before the 
Meeting or any adjournment thereof and with respect to amendments to or variations of matters identified 
in the Notice of Meeting. In order to be valid, proxies must be delivered to The Canada Trust Company, 
Four Bentall Centre, 1055 Dunsmuir Street, Vancouver, B.C. not later than the close of business on 
Tuesday, January 29, 1985. 


If a proxy, other than those persons named in the enclosed form of proxy is appointed, the Bank 
assumes no responsibility in respect of whether or not such proxy votes those shares in accordance with 
instructions. 


VOTING RIGHTS 


As of December 31, 1984, there were authorized 19,615,239 fully paid issued and outstanding common 
shares of the Bank without nominal or par value. Each holder of common shares of record as at the close of 
business on January 2, 1985 will be entitled to one vote in respect of each share held at that time, except as 
hereinafter described. Provided that the transferee of shares acquired after January 2, 1985, who estab- 
lishes his ownership of such shares, may require the Bank, not later than ten days prior to the Meeting, to 
include his name on the list of shareholders entitled to vote at the Meeting. The holders of preferred shares 
are not entitled to vote at the Meeting. 


Under the provisions of the Bank Act, common shares of the capital stock of a bank may not be voted in 
person or by proxy if 


(a) the common shares are held by a resident of Canada for the use or benefit of a non-resident of Canada; 
or 


(b) the common shares of the Bank held by the shareholder together with the total number of common 
shares held for that shareholder and others associated with him exceed 10% of the outstanding 
common shares of the Bank; or 


(c) the shareholder holds the common share in the name or right of or for the use or benefit of the 
Government of Canada, or a Province, or an agent thereof (including an official or corporation 
administering, managing or investing a fund established to provide compensation, hospitalization, 
medical care, annuity, pension or similar benefits to particular classes of individuals, or moneys 


derived from such a fund) or the Government of a foreign state or political subdivision, or an agent 
thereof. 


The foregoing is a summary of some of the provisions relating to voting rights. If you require further 
information in this connection, please forward your request to the Secretary. 


To the knowledge of the Directors and Senior Officers of the Bank, no person or corporation beneficial- 


ly owns, directly or indirectly, shares carrying more than 10% of the votes attached to the issued shares of 
the Bank. 


ELECTION OF DIRECTORS 


Nineteen Directors are to be elected at the Meeting by the common shareholders to serve until the next 
Annual General Meeting of the Shareholders. Unless authority to do so is withheld, the persons named in 
the accompanying form of proxy intend to vote for the nominees listed below, all of whom are presently 
Directors. Although the Bank does not contemplate that any of the nominees named below will be 
unavailable for election, in the event of any vacancies among these nominees, the persons named in the 
enclosed form of proxy reserve the right to vote in favour of another nominee in their discretion unless 
otherwise directed. 


During the period from November 15, 1983 to November 14, 1984, the Board of Directors held 22 
meetings, and the Executive Committee held 14 meetings. The attendance of Directors and Members of the 
Executive Committee at these meetings is recorded below: 


INFORMATION CONCERNING NOMINEES FOR DIRECTORS 


Common 
Name Principal Director Shares Number of 
and Address Occupation Since Owned (3) Meetings Attended 
Executive 
Board Committee 

Russell James Bennett President May 8, 1967 36,762 aye 
Westbank, B.C. M.W. Stores Ltd. 

Merchants 
Arthur John Block President May 6, 1980 3,166 ING 13 
Vancouver, B.C. (1) A.R. Holdings Ltd. 

Investments 
Harry Booth Chairman & Chief July 27, 1,358 18 
Calgary, Alta. (2) Executive Officer 1976 

Alberta & Southern Gas 

Co. Ltd., Alberta Natural 

Gas Company Ltd. 

Natural Gas Distribution 
Thomas Allan Buell Chairman, President & May 25, 1,164 18 10 
Vancouver, B.C. (1) Chief Executive Officer 1976 

Weldwood of Canada Ltd. 

Forest Products 
Victor Dobb Executive Vice-President December 844 


Vancouver, B.C. of the Bank 11, 1984 


Name 
and Address 


Alfred William Everett 
Vancouver, B.C. (2) 


Arthur Fouks, Q.C. 
Vancouver, B.C. () 


Albert Earl Hall 
Vancouver, B.C. 


Robert Edward Kadlec 
Vancouver, B.C. 


Edgar Fosburgh Kaiser, Jr. 


Vancouver, B.C. 


John Custance Kerr 
Vancouver, B.C. 


David See-Chai Lam 
Vancouver, B.C. 


Beverley Kathleen Lecky 
Vancouver, B.C. 


John Wallace Madill 
Calgary, Alta. 


Arthur Hoadley Mitchell 
Edmonton, Alta. (1) 


Allan Stuart Olson 
Edmonton, Alta. 


Bryan Joseph Reynolds 
Vancouver, B.C. (2) 


Principal 
Occupation 


Chairman 

Dominion Vancouver 
Motors Limited 
Automobile Dealers 


Associate Counsel 

Ray, Connell, Lightbody, 
Reynolds & Heller 
Barristers & Solicitors 
Vice-President 

of the Board 

Bank of British Columbia 


Adviser 

Bank of British Columbia 
President & Chief 
Executive Officer 

Inland Natural Gas 

Co. Ltd. 


Distributor of Natural Gas 


Chairman, President & 
Chief Executive Officer 
of the Bank 


President 


Lignum Ltd. 
Lumber Manufacturer 


Chairman & President 
Canadian International 
Properties Ltd. 

Real Estate 


President 
Hosmer Holdings Ltd. 
Investment Company 


Chief Executive Officer 
Alberta Wheat Pool 


Chairman 


Mitchell & Associates Ltd. 


Oil & Gas Consultants 
Vice-President of the 
Board 

Bank of British Columbia 


President 


Stuart Olson Construction 


Ltd. 

Construction 

Partner 

Lawrence & Shaw 
Barristers & Solicitors 


Director 
Since 


May 6, 1975 


May 22, 
1973 


January 9, 
1968 

July 19, 
1983 


September 
25, 1984 


May 10, 
1983 


December 
11, 1984 


August 14, 
1979 


August 9, 
1977 


September 
14, 1971 


December 
11, 1984 


December 
ISRO 77 


Common 
Shares 
Owned (3) 


42,040 


24,866 


3,300 


1,000 


1,000,000 


6,200 


166,667 


700 


1,750 


2,040 


24,580 


Number of 
Meetings Attended 


Board 


21 


18 


21 


18 


18 


nfl 


14 


18 


16 


Executive 
Committee 


14 


13 


Common 


Name Principal Director Shares Number of 
and Address Occupation Since Owned (3) Meetings Attended 
Executive 
Board Committee 
Peter Paul Saunders Chairman & President January 8, 202,082 19 als} 
Vancouver, B.C. (1) Versatile Corporation 1974 


Equiment, Manufacturing, 
Shipyard and Energy 


Company 
John Lewis Schlosser President March 9, 25116 19 14 
Edmonton, Alta. (1) Tri-Jay Investments Ltd. 1976 


Investment Company 


The term of office of each of the above nominees will expire at the next Annual General Meeting of the 
Bank. 


(1) Member of the Executive Committee. 

(2) Member of the Audit Committee. 

(3) This column shows the number of common shares beneficially owned, directly or indirectly, or controlled by each of the nominees 
as reported to the Bank. The nominees do not own or control any preferred shares. 


During the period subsequent to November 15, 1983 five Directors left the Board. Mr. W.C. Mearns, 
who served as a Provisional Director of the Bank and as a Director since May, 1967, retired on January 10, 
1984. Mr. D.E. McGeachan and Mr. T.W. Pilley resigned on June 4, 1984 and September 25, 1984 respective- 
ly. Mr. G.B. McIntosh and The Honourable T.A. Dohm, Q.C., who served as Directors since 1972, retired on 
December 10, 1984. 


Mr. J.B. Smith and Mr. D.M. Clark, Q.C., who served as Directors of the Bank since 1967 and 1968 
respectively decided not to stand for re-election on account of age limitation. 


Mr. Mearns attended 2 meetings, Mr. McGeachan 8 meetings, Mr. Pilley 15 meetings, Mr. McIntosh 19 
meetings, Mr. Dohm 17 meetings, Mr. Clark 17 meetings, and Mr. Smith 14 meetings of the Directors. Mr. 
McGeachan attended 11 meetings, Mr. Pilley 13 meetings and Mr. Dohm 14 meetings of the Executive 
Committee. 


All the above nominees for directors have been engaged for the past five years in their present 
principal occupations or in other capacities with the same corporations or firms except Mr. Edgar F. Kaiser, 
Jr., who prior to September, 1984 was President of Kaiser Resources Ltd. and prior to October, 1980 was 
Chairman and Chief Executive Officer of a separate company then called Kaiser Resources Ltd. (now 
Westar Mining Ltd.); Mr. Arthur J. Block, who prior to September, 1984 was President of Block Bros. 
Industries Ltd.; Mr. Arthur Fouks, who prior to February, 1984 was a partner in the law firm of Bonner & 
Fouks; and Mr. Bryan J. Reynolds, who prior to November, 1983 was a private investor and prior to June, 
1980 was President and Chief Executive Officer of Bethlehem Copper Corporation. Mr. Dobb is a Director of 
BBC Realty Ltd. and a Director and Vice-President of WestBank Leasing Limited both of which companies 
are affiliates of the Bank. 


DIRECTORS’ AND OFFICERS’ LIABILITY INSURANCE 


The Bank has purchased liability insurance for its Directors and Officers in their capacity as Directors 
and Officers of the Bank. The amount of the insurance is $20,000,000 and the amount paid by the Bank 
during the 1984 financial year as a premium was $17,905. No amount of premium has been paid by 
individual Directors and Officers. The policy is subject to a deductible of $5,000 per claim for each Director 
and Officer subject to a total deductible not exceeding $10,000 per claim. The policy is also subject to a 
participation of loss clause of 5% to a maximum of $50,000 and a deductible of $50,000 for Bank 
reimbursement of claims paid by the Bank as a result of indemnifying its Directors and Officers. 
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Canada’s Western Bank 


& Bank of British Columbia 


MINUTES OF THE SPECIAL MEETING OF SHAREHOLDERS 
November 21, 1984 


The Special Meeting of Shareholders of Bank of British Columbia was held on 
Wednesday, November 21, 1984 at 11:00 o'clock in the forenoon in the Park Ballroom, 
Four Seasons Hotel, 791 West Georgia Street, Vancouver, B.C. 


Mr. E.F Kaiser, Jr., requested the approval of the Meeting to the appointment of himself 
as Chairman and Mr. T.D. Tutti as Secretary of the Meeting, and the appointment of Mr. 
Jack Huff and Mrs. Lana Man as Scrutineers to compute the votes of any ballots taken at 
the Meeting and to report thereon to the Chairman. 


It was moved, seconded and resolved that the foregoing appointments be approved. 


The Chairman declared that he had received satisfactory proof from the Secretary that 
Notice of the Meeting had been duly given in accordance with the Bank Act and as a 
quorum was present, he declared the Meeting properly constituted. 


The Chairman stated that the Minutes of the Sixteenth Annual General Meeting of the 
Shareholders had been published and circulated to all of the Shareholders. 


It was moved, seconded and resolved that the Minutes of the Sixteenth Annual General 
Meeting of the Shareholders of the Bank held on January 10, 1984, copies of which have 
been mailed to the Shareholders, be taken as if read and adopted. 


The Chairman advised that reference to the approval of the Minister of Finance need not 
be included in the proposed By-laws Nos. 6 and 7 and asked for a motion to amend the 
Special Resolution. 


It was moved, seconded and resolved that the amendments be adopted. 
The Chairman requested the Secretary to read the Special Resolution, as amended. 


The motion to adopt the Special Resolution was moved and seconded and the Chairman 
called for a vote by ballot. 


Several matters were raised by Shareholders to which the Chairman responded. 


The Chairman then stated he had received confirmation of the Scrutineers that in addition 
to the votes cast by ballot at the Meeting, substantially all of the Shareholders’ votes cast 
by proxy had been cast in favour of the Special Resolution, and he declared the Special 
Resolution carried by the requisite majority. 


There being no further business, the Chairman declared the Meeting terminated. 


Canada’s Western Bank 


AN Bank of British Columbia 


Head Office: 1235 Two Bentall Centre, Vancouver, British Columbia 
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Canada’s Western Bank 
Bank of British Columbia 


NOTICE OF ANNUAL GENERAL MEETING 
OF SHAREHOLDERS AND 
MANAGEMENT PROXY CIRCULAR 


BANK OF BRITISH COLUMBIA 


NOTICE OF ANNUAL GENERAL MEETING OF SHAREHOLDERS 


NOTICE IS HEREBY GIVEN that the Annual General Meeting of the Shareholders of Bank of 
British Columbia will be held in The Westin Bayshore, 1601 West Georgia Street, Vancouver, British 
Columbia, on Thursday the 23rd day of January, 1986, at 11:00 a.m. Pacific Standard Time, for the purposes 
of: 


1. receiving the Financial Statements for the year ended October 31, 1985, and the Auditors’ Report 
thereon; 


2. electing Directors; 
3. appointing Auditors and fixing their remuneration; 


4. transacting such other business as may properly be brought before the Meeting. 


Vancouver, British Columbia 
December 3, 1985 


By Order of the Board 


PETER H. STAFFORD, 


Secretary 


Shareholders who are unable to attend the Meeting in person are requested to complete and return the enclosed 
form of proxy in the envelope provided to The Canada Trust Company, Four Bentall Centre, 1055 Dunsmuir 
Street, Vancouver, British Columbia, V7X IP3 not later than the close of business on Tuesday, January 21, 


1986. 


BANK OF BRITISH COLUMBIA 


MANAGEMENT PROXY CIRCULAR 
as of November 29, 1985 


SOLICITATION OF PROXIES 


This Management Proxy Circular is furnished in connection with the solicitation by management of Bank of 
British Columbia (the ““Bank’’) of proxies for use at the Annual General Meeting of the Shareholders of the Bank 
(the ‘““Meeting”’) to be held on Thursday, January 23, 1986, at the time and place and for the purposes set forth 
in the accompanying Notice of Meeting. The solicitation will be primarily by mail, but proxies may also be 
solicited by employees of the Bank at nominal cost. The cost of this solicitation will be borne by the Bank. 


APPOINTMENT AND REVOCATION OF PROXIES 


The persons named in the enclosed form of proxy are Directors of the Bank. A Shareholder desiring to 
appoint some other person to represent him or her at the Meeting may do so either by writing such person’s name 
in the space provided on the form of proxy and deleting the printed names or by completing another proper 
form of proxy. A person appointed as proxyholder need not be a Shareholder of the Bank. The form of proxy 
must be signed by the Shareholder, or by his or her attorney authorized in writing. 


A Shareholder who has given a proxy may revoke it by an instrument in writing, executed by the 
Shareholder or by his or her attorney authorized in writing, and deposited at the Head Office of the Bank, 
1235 - Two Bentall Centre, 555 Burrard Street, Vancouver, British Columbia, V7X 1K1 not later than the 
close of business on the last business day preceding the day of the Meeting or any adjournment thereof, or 
with the Chairman of the Meeting on the day of the Meeting or any adjournment thereof. 


VOTING OF PROXIES 


Shares represented by a properly executed proxy in favour of persons designated in the attached form 
of proxy will be voted on any ballot which may be held in accordance with the direction contained in the 
proxy. In the absence of such direction they will be voted in favour of the election of the Nominees for Directors, 
the appointment of Auditors and fixing their remuneration. 


The enclosed form of proxy confers discretionary power on the persons named therein with respect to 
matters not specifically mentioned in the Notice of Meeting but which may properly come before the 
Meeting or any adjournment thereof and with respect to amendments to or variations of matters identified 
in the Notice of Meeting. In order to be valid, proxies must be delivered to The Canada Trust Company, 
Four Bentall Centre, 1055 Dunsmuir Street, Vancouver, British Columbia, V7X 1P3 not later than the 
close of business on Tuesday, January 21, 1986. 


A simple majority of the votes cast at the Meeting, whether by proxy or otherwise, will constitute 
approval of any matter submitted to a vote at the Meeting. 


If a proxyholder, other than those persons named in the enclosed form of proxy, is appointed, the Bank 
assumes no responsibility in respect of whether or not such proxyholder votes those shares in accordance 
with instructions. 


VOTING RIGHTS 


As of November 29, 1985, there were authorized 33,964,324 fully paid and outstanding common shares 
of the Bank without nominal or par value. Each holder of common shares of record as at the close of 
business on December 16, 1985 will be entitled to one vote in respect of each share held at that time, except 
as described below. However, a transferee of those common shares acquired after December 16, 1985, who 
establishes his ownership of such shares, may require the Bank, not later than ten days prior to the 
Meeting, to include his or her name on the list of shareholders entitled to vote at the Meeting. The holders 
of preferred shares are not entitled to vote at the Meeting. 


VOTING RESTRICTIONS 


Under the provisions of the Bank Act, common shares of the Bank may not be voted in person or by proxy if 


(a) the common shares of the Bank are held by a resident of Canada for the use or benefit of a non-resident 
of Canada; or 


(b) the common shares of the Bank held by the shareholder together with the total number of common 
shares held for that shareholder and others associated with him or her exceed 10% of the outstanding 
common shares of the Bank; or 


(c) the shareholder holds the common shares of the Bank in the name or right of or for the use or benefit of 
the Government of Canada, or a Province, or an agent thereof (including an official or corporation 
administering, managing or investing a fund established to provide compensation, hospitalization, 
medical care, annuity, pension or similar benefits to particular classes of individuals, or moneys 
derived from such a fund) or the Government of a foreign state or political subdivision, or an agent 
thereof. 


The foregoing is a summary only. A copy of the relevant sections of the Bank Act will be forwarded to 
any shareholder upon request made to the Secretary of the Bank at the Bank’s Head Office. 


To the knowledge of the Directors and Senior Officers of the Bank, no shareholder beneficially owns, 
directly or indirectly, shares carrying more than 10% of the votes attached to the outstanding common 
shares of the Bank. 


ELECTION OF DIRECTORS 


Twenty Directors are to be elected at the Meeting to serve until the next Annual General Meeting of 
Shareholders. Unless authority to do so is withheld, the persons named in the accompanying form of proxy 
intend to vote for the nominees listed below, all of whom are presently Directors. Although the Bank does 
not contemplate that any of the nominees named below will be unavailable for election, in the event of any 
vacancies among these nominees, the persons named in the enclosed form of proxy reserve the right to vote 
in favour of another nominee in their discretion unless otherwise directed. 


Set out below is a summary of the record of attendance by Directors at Board and Board Committee 
meetings during the period from November 1, 1984 to October 31, 1985. During this period, 10 Board 
meetings were held: Vancouver (8), Edmonton (1) and Calgary (1). Committees of the Board held meetings 
as follows: Executive (7), Audit (6), Credit (14) and Compensation and Pension (3). 


INFORMATION CONCERNING NOMINEES FOR DIRECTORS 


Common 
Name Principal Director Shares Number of 
and Address Occupation Since Owned (5) Meetings Attended 
Board 
Board Committees 

Russell James Bennett President May 8, 1967 TOO si22, 9 
Westbank, B.C. McIntosh Centre Ltd. 

Real Estate, Ranching and 

Farming 
Arthur John Block President May 6, 1980 1,166 9 14 
Vancouver, B.C. (3) A.R. Holdings Ltd. 

Investment Company 
Harry Booth Chairman & Chief July 27, 4,966 8 4 
Calgary, Alta. (2) Executive Officer 1976 


Alberta & Southern Gas 
Co. Ltd., Alberta Natural 
Gas Company Ltd. 

Natural Gas Distribution 


Name 
and Address 


Thomas Allan Buell 
Vancouver, B.C. (1)(4) 


Alfred William Everett 
Vancouver, B.C. (2) 


George Leon Farinsky 
Piedmont, California 


George Edward Hare 
West Vancouver, B.C. 


Robert Edward Kadlec 
Vancouver, B.C. (3) 


Edgar Fosburgh Kaiser, Jr. 
Vancouver, B.C, (1)(8)(4) 


John Custance Kerr 
Vancouver, B.C. (1)(4) 


David See-Chai Lam 
Vancouver, B.C. 


Beverley Kathleen Lecky 
Vancouver, B.C. 


Wendy Burdon McDonald 
North Vancouver, B.C. 


John Wallace Madill 
Calgary, Alta. (3) 


Arthur Hoadley Mitchell 
Edmonton, Alta. (4) 


Principal 
Occupation 


Chairman, President & 
Chief Executive Officer 
Weldwood of Canada Ltd. 
Forest Products 


Vice-Chairman 

Royal Canadian Securities 
Limited 

Investment Company 
President 

U.S. Operations of the 
Bank 


Vice-Chairman of the 
Bank 


President & Chief 
Executive Officer 
Inland Natural Gas 
Co. Ltd. 

Energy Company 


Chairman, President & 
Chief Executive Officer 
of the Bank 


President 
Lignum Ltd. 
Lumber Manufacturer 


Chairman & President 
Canadian International 
Properties Ltd. 

Real Estate 


President 
Hosmer Holdings Ltd. 
Investment Company 


President & Chairman of 
the Board 

B.C. Bearing Engineers 
Ltd. 

Bearing and Power 
Transmission Company 


Chief Executive Officer 
Alberta Wheat Pool 


Chairman 

Mitchell & Associates Ltd. 
Oil & Gas Consultants 
Vice-President of the 
Board 

Bank of British Columbia 


Director 
Since 


May 25, 
1976 


May 6, 1975 


April 29, 
1985 


August 27, 
1985 

July 19, 
1983 


September 
25, 1984 


May 10, 
1983 


December 
11, 1984 


August 14, 
1979 


May 28, 
1985 


August 9, 
1977 


September 
14, 1971 


Common 
Shares 
Owned (5) 


9,772 


43,091 


1,000 


8,200 


1,365,977 


25,500 


170,833 


700 


1,000 


3,894 


8,364 


Number of 


Meetings Attended 


Board 


) 


10 


Board 
Committees 


8 


10 


Common 


Name Principal Director Shares Number of 
and Address Occupation Since Owned (5) Meetings Attended 
Board 
Board Committees 

Allan Stuart Olson President December 20,500 6 
Edmonton, Alta. Stuart Olson Construction 11, 1984 

Ltd. 

Construction 
Dale George Parker President, Canadian May 28, 500 3 4 
Vancouver, B.C. (3) Banking Operations of 1985 

the Bank 
Bryan Joseph Reynolds Partner December 25,000 6 4 
Vancouver, B.C. (2) Lawrence & Shaw 21977 

Barristers & Solicitors 
Peter Paul Saunders Chairman & President January 8, 194,741 8 10 
Vancouver, B.C. (1)(2) Versatile Corporation 1974 

Equipment, 


Manufacturing, Shipyard 
and Energy Company 


John Lewis Schlosser President March 9, 10,864 8 7 
Edmonton, Alta. (1) Tri-Jay Investments Ltd. 1976 
Investment Company 


The current term of office of each of the above nominees will expire at the Meeting. 


(1) Member of the Executive Committee.* 

(2) Member of the Audit Committee.* 

(3) Member of the Credit Committee.* 

(4) Member of the Compensation and Pension Committee.* 

(5) This column shows the number of common shares beneficially owned, directly or indirectly, or controlled by each of the nominees 
as reported to the Bank. The nominees do not own or control any preferred shares. 


*Information given as at November 29, 1985. 


During the period subsequent to October 31, 1984 one Director left the Board. Mr. Arthur Fouks, Q.C., 
who served as a Director since May 22, 1973, resigned on August 26, 1985. 


Mr. Albert Earl Hall, who served as a Director since January 9, 1968, has decided not to stand for 
re-election on account of age limitation. Mr. Victor Dobb, who served as a Director since December 11, 1984, 
has indicated that in view of his retirement as an officer of the Bank he will not be standing for re-election. 


During the financial year ended October 31, 1985, Mr. Fouks attended 4 meetings, Mr. Dobb 5 
meetings, and Mr. Hall 10 meetings of the Directors. During this period Mr. Fouks attended 1 meeting of 
the Executive Committee and 1 meeting of the Audit Committee; Mr. Hall attended 14 meetings of the 
Credit Committee; and Mr. Dobb attended 8 meetings of the Credit Committee. 


Mr. Farinsky, Mr. Hare, Mr. Parker and Mrs. McDonald have been elected Directors since the last 
Annual General Meeting of Shareholders. During the five years prior to their date of election to the Board 
of Directors, Mr. Farinsky was Vice-President and Chief Financial Officer of Dysan Corporation, a 
manufacturer of rigid and flexible rotating magnetic data recording media; Mr. Hare held various 
executive positions with a major Canadian chartered bank; and Mr. Parker held various executive 
positions with a major Canadian chartered bank. During the past five years, Mrs. McDonald has been 
President and Chairman of the Board of B.C. Bearing Engineers Ltd. 


Mr. Edgar F Kaiser, Jr. is a Director of British Columbia Financial Corp. (H.K.) Limited, an affiliate of 
the Bank. 


DIRECTORS’ AND OFFICERS’ LIABILITY INSURANCE 


The Bank has purchased liability insurance for its Directors and Officers in their capacity as Directors 
and Officers of the Bank. The amount of the insurance is $25,000,000 and the amount paid by the Bank asa 
premium was $22,905 during the financial year ended October 31, 1985 in respect of the policy year from 
March 3, 1985 to March 3, 1986. No amount of premium has been paid by individual Directors and Officers. 
The policy is subject to a deductible of $2,500 per claim for each Director and Officer subject to a total 
deductible not exceeding $7,500 per claim, and a deductible of $50,000 for Bank reimbursement of claims 
paid by the Bank as a result of indemnifying its Directors and Officers. 


PENDING LEGAL MATTERS 


The Bank is subject to a number of legal actions arising in the normal course of its business. At the 
present time, the following may be considered to be material. 


In July, 1984 an action was commenced by Edith M. McCracken and Lawrence A. Elliott in The 
Supreme Court of British Columbia claiming special damages of $8,785,410, interest thereon and other 
damages. The claim arises from the receivership of Farwest Cedar Fencing Ltd. and the Plaintiffs allege 
unlawful acts on the part of the Bank, the receiver-manager, and the Federal Business Development Bank. 
Counsel for the Bank have advised that based upon the information available to them, the claim is unlikely 
to succeed, and that the damages claimed are excessive. 


In November, 1984 an action was commenced in The Court of Queen’s Bench of Alberta by William 
Steinberg, William Friedman and three companies associated with one or other of them. The defendants 
are the Bank and Ormskirk Investments Ltd. The Plaintiffs seek judgment for $61 million, an order 
setting aside an agreement between the Bank and Ormskirk Investments Ltd. relating to the sale by the 
Bank to Ormskirk of certain real estate and a portfolio of nonperforming loans owed to the Bank, including 
loans owed by the Plaintiffs, and certain other relief. The action arises out of the said sale which was 
allegedly made in breach of certain agreements between the Bank and the Plaintiffs to restructure the 
loans. Counsel for the Bank have advised that, in their opinion, based on their review of certain of the 
Bank’s documents relating to the Plaintiffs’ dealings with the Bank and interviews with key Bank 
personnel involved in such dealings (a) it is highly unlikely that the Plaintiffs’ claim for an order setting 
aside the said agreement would be successful and (b) the balance of the Plaintiffs’ claim is of doubtful 
validity. 


In October, 1985 a counterclaim in an action pending in The Court of Queen’s Bench of Alberta was 
filed against the Bank by ADK Holdings Ltd., Karl Stadler, Susan Stadler, Sandor Seles and Anamaria 
Seles-Varga claiming damages of up to $8.2 million alleging the unlawful appointment of a receiver- 
manager by the Bank and certain unlawful acts by agents of the receiver-manager and the Bank. Counsel 
for the Bank have advised that based upon the information available to them, the claim is unlikely to 
succeed. 


In November, 1985 Raintree Research Corp. instituted an action in The Court of Queen’s Bench of 
Alberta claiming rescission of an agreement to purchase a warehouse property on the grounds that certain 
structural defects were not disclosed to the Plaintiff. The Plaintiff also claims damages of $400,000 in 
respect of the cost of remedying the defects and $18 million damages for future income tax liabilities of the 
Plaintiff allegedly to be incurred as a result of its use of the warehouse being temporarily restricted. The 
Bank intends to defend the action, the outcome of which cannot be determined at this time. 


STATEMENT OF DIRECTORS’ AND OFFICERS’ REMUNERATION FROM THE BANK 
AND ITS SUBSIDIARIES 


Nature of Remuneration Earned 
Year Ended October 31, 1985 


Non- 
Directors’ accountable 
Fees Salaries Bonuses Expenses Others (1) Total 


REMUNERATION OF 
DIRECTORS 
(A) Number of directors (23) $195,708 Nil Nil Nil $ 195,708 
(B) Corporation incurring the 
expense — The Bank 
REMUNERATION OF 
OFFICERS 
(In excess of $75,000 per annum) 
(A) Number of officers (26) $2,439,645 $360,000 Nil $129,419 $2,929,064 
(B) Corporation incurring the 
expense — The Bank 


TOTALS $195,708 $2,439,645 $360,000 $129,419 $3,124,772 


(1) Includes the Bank’s contribution to its pension plan; benefits under the executive car leasing program; and benefits resulting from 
low interest rate loans consisting mainly of housing loans. 


OPTIONS TO PURCHASE SECURITIES 


No options to purchase securities of the Bank or any of its subsidiaries have been granted to any person 
or corporation since the commencement of the Bank’s last completed financial year. 


INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 


Since the commencement of the Bank’s last completed financial year, no Director or proposed manage- 
ment nominee for election as a Director or Officer or associate of or corporation controlled by such Director 
or Officer had any material interest in respect of any matter, direct or indirect, or in any proposed 
transaction that has materially affected or will materially affect the Bank or any of its subsidiaries. 


INDEBTEDNESS OF DIRECTORS 


No Director or proposed management nominee for election as a Director is or has been indebted to the 
Bank or its subsidiaries at any time since November 1, 1984 except loans made on substantially the same 
terms, including those as to interest rate and collateral, as were available, at the time the loan was made to 
other customers of the Bank with comparable credit ratings and involving not more than the usual risks of 
collectability and, except as follows: 


High During 

Year Ended Range of Average Rate Balance as at 
Name October 31, 1985 Interest Rate per Annum November 29, 1985 
George Wdward Hare. 7.4) msn ees seuss $64,922 3% - 644% 5.6% $64,922 


The foregoing loan was made by the Bank for the purpose of housing and private investments. $60,000 
of the above amount represents a housing loan secured by a mortgage on Mr. Hare's residence. 


AUDITORS 


The Bank Act requires the Shareholders of the Bank to appoint at each Annual General Meeting two 
qualified firms of auditors to act as Auditors of the Bank until the next Annual General Meeting. 

It is intended that proxies which are received pursuant to this solicitation will be voted for the 
appointment of Peat, Marwick, Mitchell & Co. and Thorne Riddell as Auditors of the Bank, to hold such 
office until the next Annual General Meeting of Shareholders at a remuneration to be fixed by the 
Shareholders. 

During the past five financial years Peat, Marwick, Mitchell & Co. were the auditors in 1981, 1984 and 
1985; Thorne Riddell in 1981, 1982 and 1983; and Deloitte Haskins & Sells in 1982, 1983, 1984 and 1985, in 
accordance with the rotation required by the Bank Act. 


OTHER BUSINESS 


The management of the Bank knows of no matters to come before the Meeting other than the matters 
referred to in the Notice of Meeting. It should be noted, however, that the enclosed form of proxy is a 
discretionary proxy and if any other matter should properly come before the Meeting, the shares repre- 
sented by the enclosed form of proxy will be voted by the persons named therein on such other matters in| 
accordance with their best judgment. 


The Board of Directors has approved the content and sending of this Management Proxy Circular. 


Peter H. Stafford, Secretary 
Vancouver, B.C. 


This prospectus constitutes a public offering of securities only in those jurisdictions where they may be lawfully offered for sale and therein 
only by persons permitted to sell such securities. 


No securities commission or similar authority in Canada has in any way passed upon the merits of the securities offered hereunder, and any 
representation to the contrary is an offence. 


New Issue January 4, 1985 


$114,.000,000 
AR29 & Bank of British Columbia 


19,000,000 Common Shares 


OFFER TO CERTAIN SHAREHOLDERS 


Bank of British Columbia (the “Bank”) hereby offers to holders of Common Shares of record at the 
close of business on November 7, 1984 (the “Determination Date”) (other than shareholders whose recorded 
addresses are in the United States of America or any territory or possession thereof and shareholders, if 
any, to whom section 110(5) of the Bank Act applies) the right to subscribe for an additional 13,871,568 
Common Shares at the price of $6.00 per share on the basis of three Common Shares for each Common 
Share held on the Determination Date. The Offer to Certain Shareholders will terminate on January 25, 
1985 unless extended by the Bank. See “Offer to Certain Shareholders” on page 5. 


OFFER TO THE PUBLIC 
The Agents hereby offer to the public, at the price of $6.00 per share, the Common Shares not 
subscribed for under the Offer to Certain Shareholders, together with an additional 5,128,432 Common 
Shares, subject to prior sale if, as and when issued by the Bank. Subscriptions will be received subject to 
rejection or allotment in whole or in part and the right is reserved to close the subscription books at any 
time without notice. The Offer to the Public will terminate on January 30, 1985 unless extended by the 
Bank. See “Offer to the Public” on page 5. 


The Common Shares of the Bank are listed on the Vancouver, Alberta and Toronto stock exchanges. 
The reported closing sale price for the Common Shares on The Toronto Stock Exchange on January 3, 1985 
was $612. The Vancouver, Alberta and Toronto stock exchanges have conditionally approved the listing of 
the Common Shares offered hereby subject to the Bank fulfilling all of the requirements of such exchanges 
on or before March 27, 1985, including distribution of the Common Shares to a minimum number of public 
shareholders. 


As the Bank incurred a net loss for the year ended October 31, 1984 dividends were paid from retained 
earnings. See “Dividend Record” on page 24. 


In the opinion of counsel, at the date of original delivery, the Common Shares will be eligible for investment 
under certain statutes as set out under “Eligibility for Investment”. 


Price to Net Proceeds 
Public Agents’ fees (1) to the Bank (2) 
Maximum $0.186 Minimum $5.814 
Reriohare te aaqeta Sena ee $6.00 Minimum $0.076 Maximum $5.924 
Maximum $3,530,000 Minimum $110,470,000 
Rotel net es ey eee Tene ey $114,000,000 Minimum $1,444,755 Maximum $112,555,245 


(1) As more fully described under “Agency Agreement”. 
(2) Before deducting expenses of issue estimated at $400,000. 


The 19,000,000 Common Shares are offered subject to conditions contained in the Agency Agreement 
referred to under “Agency Agreement” and subject to the approval of certain legal matters on behalf of the 
Bank by Messrs. Russell & DuMoulin, Vancouver, and on behalf of the Agents by Messrs. Lawson, Lundell, 
Lawson & McIntosh, Vancouver. 


Definitive share certificates will be issued and mailed to persons who subscribe for Common Shares 
under the Offer to Certain Shareholders upon acceptance of subscriptions by the Bank. In the case of 
Common Shares purchased under the Offer to the Public it is expected that definitive share certificates will 
be available for delivery on or about February 6, 1985. 


BRINK HUDSON & LEFEVER LTD, 
FOURTH FLOOR, 700 WEST PENDER STREET, 
VANCOUVER, B.C. V6C 101 


This isa summary only and is qualified by the more detailed information appearing elsewhere in the 
prospectus. 


PROSPECTUS SUMMARY 
The Offering 


Issue: 19,000,000 Common Shares 

Issue Price: $6.00 per share. 

Offer to Certain 13,871,568 Common Shares are being offered to holders of Common Shares of 

Shareholders: the Bank as at November 7, 1984. See “Offer to Certain Shareholders”. 

Offer to the 5,128,432 Common Shares, together with any shares not subscribed for under 

Public: the Offer to Certain Shareholders, are being offered to the public. See “Offer ~ 
to the Public”. 

Application The net proceeds from the sale of the Common Shares will be added to the 

of Proceeds: general funds of the Bank and will be utilized for its general banking pur- 


poses. The purpose of the issue is to enlarge the Bank’s capital base. 


The Bank 
The Bank provides a full range of banking services, both foreign and domestic, through 50 
domestic branch offices (38 in British Columbia and 12 in Alberta) and five international offices 
(San Francisco, Los Angeles, London, Hong Kong and Grand Cayman). 


The Bank has recently completed several significant transactions described under “Current 
Position of the Bank”. 


On October 31, 1984 the Bank completed an arms-length sale of a portion of its loan portfolio, 
generally consisting of non-performing and other problem loans. The sale resulted in a loss of $45.8 
million which was charged to tax-allowable appropriations for contingencies as part of loan loss 
experience for fiscal 1984 and resulted in an increase of $9.4 million in the Bank’s provision for loan 
losses charged to income. 


On November 22, 1984 the Bank completed the private placement of 12 million Common 
Shares at $6.00 per share for aggregate proceeds of $72 million. 


On the same day the Bank issued 2,445,713 Common Shares to acquire the outstanding trust 
units of BBC Realty Investors not already owned by the Bank. 


Dividends 
The Inspector General of Banks has required an undertaking from the Bank that no cash 
dividends on its Common Shares be paid, without prior consultation with and the consent of the 
Inspector General of Banks, until the deficit in appropriations for contingencies has been elimin- 
ated. See “Regulatory Matters” on page 8 and “Dividend Record” on page 24. 


Dilution 
As at October 31, 1984 the book value per Common Share was $718 and after giving effect to 
the private placement of 12 million Common Shares and the merger with BBC Realty Investors, 
the book value per Common Share was $6.31. After giving effect to the issuance of the 19,000,000 
Common Shares at $6.00 per share oriered hereby, the es vane per Common Share as at October 
31, 1984 would be $6.11. { 5 | de 92 


Selected Financial Information 
(in thousands of dollars except where noted) 
Years ended October 31 
Pro Forma 
1984 1984 (2) 1983 1982 1981 1980 
(NoPalWA SSeS ie are. aen pierre oe eet oe NE $3,067,349 $3,240,867 $3,057,771 $3,254,056 $2,945,915 $2,311,268 
SOUNDS sama ceuyaud aansenvaqemacy noes x 239,331 Zanoo 2AD 2 281,845 282,045 23308 
BOOS site a ceases ae ee eae eee 2,490,114 2,023,094 2,380,481 2,584,941 2,336,338 1,746,997 
Deposin iabilitiesssene sees. meee eee 2,892,389 2,976,376 2,798,648 3,033,292 2.132.199 2,140,006 
Debeniiuiesane trates wera ee ra ea ne rei 13,348 13,348 19,367 19,378 19,402 19,420 
Capital and Reserves 
Appropriations for Contingencies..... (43,787) (43,787) 3,702 15,324 21,970 13,789 
Shareholders’ Equity 
Capital Stock 
Prefernedtslaanes: asada seaman 37,670 37,670 38,348 18,928 19,183 19,868 
Commiontsharesin, 10.008 ee 72,225 158,899 25,848 20,848 17,869 15,316 
Contributed sSunplus:eees asset _ — 46,633 34,564 25,230 19,401 
Retained Warnings 2. ..0.+-0 ee = 8,655 8,611 20,971 26,555 2999 18,416 
Total Capital and Reserves........... 74,763 161,393 135,502 116,219 109,856 86,790 
Total Capital and Reserves and 
I DFNGEVUNREI ceren eve ae ni ad al poo tec 88,111 174,741 154,869 1353597 129,258 106,210 
INSU corr (LORY sngcu acenemo eee pa boue (6,990) (6,990) 12,126 te 4 L826 9,328 
INCHUNOM! ASSEUSIUG) ae ater eirt iene sie (0.22)% (0.22)% 0.39% 0.387% 0.66% 0.44% 
Return on Common Equity (4) ......... (11.7)% (11.7)% 10.0% 10.1% 19.4% 12.9% 
Per Common Share (in dollars) (5): 
Shareholders’ Equity ................ $15.65 $8.54 $18.07 $19.66 $19.22 Slee 
Appropriations for Contingencies..... (8.47) (2.23) 0.72 3.67 6.15 4.50 
Boole Vaile rerat octet arene ear 7.18 6.31 SS) 23.33 Zoi 21.85 
Net incomenUoss) neater erie tee (2.01) (2.00) 2.20 2.511 4.48 2.65 
Dividendsieaiden ae neaeere eee 0.36 0.36 0.72 0.72 0.64 0.56 
(1) See “Analysis of Operating Results” for commentary on certain of these items. 
(2) After giving effect to the Merger Agreement and the Private Offering described under “Current Position of The Bank”. 
(3) Net income (loss) divided by average assets for the year. 
(4) Net income (loss) less preferred dividend obligations divided by average capital and reserves less preferred share capital. 
(5) After giving effect to the two for one subdivision on March 15, 1982 and the preferred share dividend obligations for each year. 


ELIGIBILITY FOR INVESTMENT 


The opinions of Russell & DuMoulin and Lawson, Lundell, Lawson & McIntosh will be to the effect 
that the Common Shares at the date of original delivery will be eligible investments, without resort to the 
so-called “basket” provisions, but subject to the general investment conditions or restrictions applying to 
certain purchasers: 


(a) for insurance companies registered under the Canadian and British Insurance Companies Act 
(Canada); 
(b) for loan companies regulated under the Loan Companies Act (Canada), and trust companies 


regulated under the Trust Companies Act (Canada); and 
(c) for pension funds registered under the Pension Benefits Standards Act (Canada). 


Common Shares purchased after March 31, 1985 by institutions subject to such legislation will not be 
eligible investments, without resort to the basket provisions, if a cash or stock dividend in the amount 
required by such legislation is not paid on the Common Shares by that date. See “Regulatory Matters” and 
“Dividend Record”. 


The opinion of such counsel will also be to the effect that the Common Shares at the date of original 
delivery will also qualify as eligible investments for registered retirement savings plans, for deferred profit 
sharing plans, for registered retirement income funds and for registered home ownership savings plans 
under the Income Tax Act (Canada). 
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All dollar amounts are in Canadian dollars except where otherwise noted. Assets and liabilities in 
foreign currencies are translated into Canadian dollars at rates prevailing at the end of each reporting 
period. Revenue and expenses are translated at prevailing month-end rates. 


PURCHASERS’ STATUTORY RIGHTS 


Securities legislation in certain of the provinces provides purchasers with the right to withdraw from 
an agreement to purchase securities within two business days after receipt or deemed receipt of a 
prospectus and any amendment. In several of the provinces and territories securities legislation further 
provides a purchaser with remedies for rescission or, in some jurisdictions, damages where the prospectus 
and any amendment contains a misrepresentation or is not delivered to the purchaser but such remedies 
must be exercised by the purchaser within the time limit prescribed by the securities legislation of his 
province or territory. The purchaser should refer to any applicable provisions of the securities legislation of 
his province or territory for the particulars of these rights or consult with a legal advisor. 


THE OFFERING 
OFFER TO CERTAIN SHAREHOLDERS 


The Bank hereby offers to each holder of Common Shares of record at the close of business on 
November 7, 1984, the Determination Date, (other than shareholders whose recorded addresses are in the 
United States of America or any territory or possession thereof and shareholders, if any, to whom section 
110(5) of the Bank Act applies) the right to subscribe for additional Common Shares in the capital of the 
Bank at the price of $6.00 per share on the basis of three Common Shares for each Common Share held on 
the Determination Date. As 4,623,856 Common Shares were outstanding on the Determination Date and 
held by shareholders entitled to receive the Offer to Certain Shareholders (the “Eligible Shareholders”), a 
total of 13,871,568 Common Shares are so offered. 


How to Subscribe for Common Shares 


The Bank intends that on or about January 7, 1985 it will send to each Eligible Shareholder a copy of 
this prospectus together with a non-transferable Subscription Form indicating the number of Common 
Shares for which the shareholder is entitled to subscribe. The holder may subscribe for all or any part of the 
number of Common Shares indicated on the Subscription Form by completing the subscription section on 
the Subscription Form and returning the Subscription Form and payment in full for the shares subscribed 
for in time to reach The Canada Trust Company (“Canada Trust”) at 1055 Dunsmuir Street, Vancouver, 
British Columbia, V7X 1P3 or at 505 - 3rd Street, S.W., Calgary, Alberta, T2P 3E6 or at 2125 11th Avenue, 
Regina, Saskatchewan, S4P 0J6 or at 110 Yonge Street, Toronto, Ontario, M5C 1T4, in each case, on or 
before 4:00 p.m. local time on January 25, 1985, the termination date of the Offer to Certain Shareholders. 
The Bank may, in its sole discretion, extend the termination date. 


Eligible Shareholders whose recorded addresses are outside Canada and the United States of America 
and any of the territories or possessions thereof will not be forwarded Subscription Forms but will be sent a 
letter by air mail advising them that their Subscription Forms will be issued to and held by Canada Trust, 
as agent, for the account of such shareholders who may, on or before 4:00 p.m. local time on January 25, 
1985, instruct Canada Trust, at its Vancouver office, as to the exercise of their rights to subscribe for 
Common Shares. If instructions and payment in full are not received prior to that time, such Eligible 
Shareholders will have no further right to subscribe for Common Shares under the Offer to Certain 
Shareholders. 


Subscriptions for Common Shares under the Offer to Certain Shareholders will be accepted by the 
Bank upon receipt of Subscription Forms and monies by Canada Trust. Share certificates will be issued and 
mailed to subscribers at their recorded addresses upon acceptance of subscriptions by the Bank. 


Non-transferability 


Rights evidenced by Subscription Forms may not be sold or transferred and, accordingly, will not be 
listed on any stock exchange. 


Facilitating Dealer Group 


As described under “Agency Agreement” a Facilitating Dealer Group consisting of members of the 
Investment Dealers Association of Canada and the Vancouver, Alberta, Toronto and Montreal stock 
exchanges has been formed for the purpose of soliciting subscriptions for Common Shares under the Offer 
to Certain Shareholders. 


OFFER TO THE PUBLIC 


Any Common Shares not subscribed for under the Offer to Certain Shareholders, together with an 
additional 5,128,432 Common Shares, are offered to the public hereby by Dominion Securities Pitfield 
Limited, Pemberton Houston Willoughby Incorporated, Wood Gundy Inc., Odlum Brown Limited and 
McLeod Young Weir Limited (the “Agents”) at the price of $6.00 per share. As described under “Agency 
Agreement”, the Agents have agreed to use their best efforts to sell such Common Shares and to form and 
manage a Selling Group consisting of registered investment dealers. The Offer to the Public will terminate 
on January 30, 1985 unless extended by the Bank. 


UNITED STATES PERSONS 


The 19,000,000 Common Shares offered hereby have not been and will not be registered under the 
United States Securities Act of 1933 and therefore neither the Offer to Certain Shareholders nor the Offer 
to the Public is made in the United States of America, its territories or possessions or to residents thereof or 
to persons whom the Bank or the Agents know to be nationals of the United States. 


RESTRAINTS ON BANK SHARES UNDER THE BANK ACT 


The Bank Act (Canada) (the “Bank Act”) contains restrictions on the allotment, acquisition, holding 
and voting of all shares of a bank. By way of summary, these restrictions do not allow banks, including the 
Bank, to issue or permit the transfer of shares of any class to: 


(a) anon-resident, if the total number of shares of that class held by non-residents would exceed 25% 
of the issued and outstanding shares of that class; 


(b) any person, if the total number of shares of that class held by that person and others associated 
with him, exceeds or would thereby exceed 10% of the issued and outstanding shares of that class; 
or 


(c) Her Majesty, an agent of Her Majesty, a foreign government or any agent of a foreign government. 


In addition, no person is permitted to acquire, hold or beneficially own shares of a class of a bank if the 
total number of shares of that class held or beneficially owned by that person and others associated with 
him exceeds or would thereby exceed 10% of the issued and outstanding shares of that class. The 
restrictions on voting rights relevant to the Bank contained in the Bank Act provide that a Canadian 
resident holding shares of the Bank in the right of and for the use or benefit of a non-resident may not 
exercise the voting rights pertaining to such shares and, generally, prohibit the voting of shares of a class 
held by or for a person or his associates if the shares of that class held by or for that person and his 
associates are in excess of 10% of the issued and outstanding shares of that class. 


Persons acquiring Common Shares may be required to furnish declarations relative to the foregoing in 
the form prescribed by the Bank. 


THE BANK 


The Bank, a chartered bank subject to the provisions of the Bank Act, was incorporated by Special Act 
of Parliament in December, 1966 and commenced operations in July, 1968. The head office of the Bank is 
located at Two Bentall Centre, 555 Burrard Street, Vancouver, British Columbia. 


Unless the context otherwise requires, the term the “Bank” refers to Bank of British Columbia 
together with its subsidiaries, all of which are wholly-owned. 


CURRENT POSITION OF THE BANK 


Introduction 


During the last three years, the Bank’s operations have been affected adversely by the severe 
recessionary conditions experienced in North America and in particular in Alberta and British Columbia 
where a great percentage of the Bank’s customers are located and the Bank’s business is conducted. The 
economic downturn followed a period of sustained inflation which had assisted the Bank in more than 
doubling its assets in the five years ended October 31, 1983. 


The adverse effects on the Bank’s customers of the sustained high level of interest rates during 1981 
and the first half of 1982 combined with the deteriorating economic environment resulted in substantially 
increased loan loss experience as shown in the following table: 


(in thousands of dollars) 
Years Ended October 31 


1984 1983 1982 1981 1980 
$85,370 $51,325 $27,993 $9,038 $6,692 


Although the level and volatility of interest rates have both declined over the past 18 months, the 
effects of the recession in British Columbia and Alberta have continued to affect the Bank’s customers and 
its operations. 


In view of the serious difficulties being experienced, the Board of Directors of the Bank determined 
that a change in senior management and direction was required and to that end, on September 25, 1984, 
Mr. Edgar F. Kaiser Jr. was appointed Chairman, President and Chief Executive Officer of the Bank. 


Upon completion of a detailed review of the Bank’s operations and difficulties, senior management 
determined that a series of transactions be undertaken including the disposition of non-performing loans 
and other assets and the raising of substantial common share capital. The transactions are described 
below: 


Asset Sale 


On October 31, 1984 the Bank completed an arms-length agreement (the “Asset Sale Agreement”) for 
the sale by the Bank of a portion of its loan portfolio and certain other assets to Ormskirk Investments Ltd. 
(“Ormskirk”) of Calgary, Alberta. The assets sold were recorded in the accounts of the Bank at $108.0 
million and generally consisted of non-performing and other problem loans secured by real estate. The sale 
price of these assets was $62.2 million. The loss of $45.8 million was charged to tax-allowable appropria- 
tions for contingencies as part of loan loss experience for fiscal 1984. This incremental loan loss experience 
resulted in an increase of $9.4 million in the Bank’s provision for loan losses charged to income in fiscal 
1984. 


As part of this transaction, the Bank provided financing to Ormskirk in the amount of $52.5 million on 
the security of a debenture charging the assets sold by the Bank to Ormskirk. This loan is repayable on 
October 31, 1989 and bears interest for the first three years at a rate of 13% per annum and thereafter at a 
rate equal to the prime rate of the Bank plus '2 of 1%. The Bank may be required to lend Ormskirk an 
amount equal to any interest accrued and unpaid on the loan on or before October 31, 1985, up to a 
maximum amount of $5 million and any such amount will be added to the principal amount of the loan 
secured by the Bank’s debenture and repayment thereof will be guaranteed by Alsten Holdings Ltd., the 
parent corporation of Ormskirk. The Bank has also advanced (U.S.) $10 million to affiliates of Ormskirk on 
the security of a first mortgage on certain properties in Los Angeles, California and applied $9.7 million of 
the proceeds of this loan to Ormskirk’s requirements for financing this purchase. 


In the event that particular mortgages on properties transferred to Ormskirk, which rank in priority 
to the Bank’s debenture, in the aggregate principal amount of approximately $20.6 million, are not 
renewed by existing lenders, the Bank may be required to lend to Ormskirk, on the Bank’s usual terms and 
conditions, an amount equal to the outstanding balance of any such mortgage which has not been renewed. 

The Bank has, until at least June, 1986, a right to acquire an equity interest of up to 35% in Ormskirk, 
consisting of up to 6.5% in voting shares (or approximately 9% of total outstanding voting shares) and up to 
28.5% in non-voting shares, so as to allow the Bank to participate in any increase in the value of the assets 
sold. 


Reference is made to “Legal Matters”. 


Private Offering of Common Shares 


On November 22, 1984 the Bank completed the issue by private placement (the “Private Offering”) to 
individual and institutional investors of 12 million Common Shares at a price of $6.00 per share for 
aggregate gross proceeds of $72 million. 

The Ontario and Alberta Securities Acts each provide that the first trade in securities previously 
acquired under a private placement exemption is subject to the prospectus requirements of those Acts, 
unless the trade is otherwise exempted from the prospectus requirements or occurs after the expiration of a 


period of time which, in the case of the Bank, would be not less than six months and not longer than one 
year from the date of the initial acquisition. The Ontario and Alberta Securities Commissions have both 
ruled that the first trade of Common Shares issued pursuant to the Private Offering will, after the date on 
which each such Commission issues a receipt for this prospectus, not be subject to the prospectus require- 
ments of such Acts. 


Merger with BBC Realty Investors 


On November 22, 1984 the unitholders of BBC Realty Investors (the “Trust”) approved an agreement 
dated October 29, 1984 (as amended on November 22, 1984) (the “Merger Agreement”) between the Bank 
and the Trustees of the Trust, which resulted in the Bank subscribing for 2,445,713 Class B Trust Units for 
$15,285,706 and the Bank issuing 2,445,713 Common Shares to the Trust for $14,674,278. Unitholders of 
the Trust other than the Bank had their trust units reclassified as Class A Trust Units which were then 
redeemed on the basis of one Common Share of the Bank plus $0.25 for each Class A Trust Unit. As a result 
of these steps, the Bank holds all outstanding units in the Trust and intends to proceed with a winding up of 
the Trust and the distribution of its assets to the Bank. In furtherance of the Bank’s intention to minimize 
its holdings of non-performing and other problem loans, which at the date of the Merger Agreement were 
recorded in the accounts of the Trust at approximately $52.8 million, the Bank is reviewing the Trust’s 
portfolio and intends to dispose as soon as practicable of these investments, including certain real estate 
recorded in the accounts of the Trust at approximately $10.7 million, for the maximum amount realizable. 
These loans and the real estate represent approximately 44.4% of the book value of the assets of the Trust. 
It is anticipated that the proceeds realized by the Bank in these circumstances will be less than the value at 
which these investments are recorded in the accounts of the Trust, but not less than the values at which 
these investments are recorded in the accounts of the Bank. 


Public Offering of Common Shares 


On November 5, 1984 the Bank announced that it would proceed with a public offering of a maximum 
of 19 million Common Shares at a price of $6.00 per share. This offering is being made under this 
prospectus. 


Business Plans 


Management of the Bank believes that the foregoing transactions provide the Bank with sufficient 
capital to embark on an expansion of operations over the medium term. In particular, the Bank intends to 
expand its retail and commercial banking activities in Western Canada and its operations in California. 
The Bank also intends to accelerate its current program of mechanizing data processing operations to 
develop more efficient retail banking and management information systems. 


Regulatory Matters 


Following consultation with the Inspector General of Banks, commencing in fiscal 1985 the Bank will 
apply the rules for the determination of the provision for future loan losses using a ratio of loan losses to 
eligible loans similar to the ratio experienced by the Bank in the years prior to 1982. This will be 
accomplished by replacing the actual loan loss experience for the years 1982 to 1984 in the above mentioned 
formula with amounts representing normalized loan losses of 0.40% of eligible loans. See “Loan Loss 
Experience”. 


At the same time, the Bank discussed with the Inspector General of Banks generally its operating 
plans. These discussions are continuing with a view to settling the terms of undertakings with respect to 
certain aspects of the Bank’s operations. Compliance with the undertakings is not expected to have any 
effect on the Bank’s ability to conduct operations in the normal course. The undertakings being discussed 
include a requirement that, effective November 1, 1984, without prior consultation with and the consent of 
the Inspector General of Banks the Bank will not (i) pay cash dividends on the Common Shares until the 
deficit in appropriations for contingencies has been eliminated, and (ii) make loans or advances on the 
security of real property in excess of 25% of the consolidated assets of the Bank. The Bank is also required to 


advise the Inspector General of Banks of any new commitment in excess of 15% of its capital, including 
appropriations. 


The Inspector General of Banks has agreed to review the necessity for the undertakings on October 31, 
1985. 


BUSINESS OF THE BANK 


Organization of the Bank 


The Bank provides a full range of banking services, both foreign and domestic, through 50 domestic 
branch offices (38 in British Columbia and 12 in Alberta) and five international offices (San Francisco, Los 
Angeles, London, Hong Kong and Grand Cayman). 


The Corporate Credit Department supervises the majority of the domestic lending in the Bank. This 
includes credit applications processed through the branch system and through the Corporate Banking 
Department. A Real Estate Department has been established to manage the real estate lending of the 
Bank. International Banking is responsible for its portfolio of interbank loans and sovereign risk loans 
while administering loans to foreign corporations and managing its own treasury and foreign exchange 
operations. The Investment Department performs the domestic treasury functions and administers the 
securities portfolio of the Bank. 


The Bank’s domestic lending has primarily been concentrated in small and medium sized loans, with 
only a few exceptions exceeding $25 million. Lending limits are given to branch personnel based on their 
experience and capabilities. These limits enable them to handle most consumer and small business loans 
which originate in the branches. Credit applications in excess of established limits are recommended to the 
Corporate Credit Department where the application may be approved, restructured or declined. 


The Bank’s mortgage lending is primarily undertaken through its wholly-owned subsidiary, Bank of 
British Columbia Mortgage Corporation. Applications are taken through the Bank’s branches and 
approved and administered by the Mortgage Department. 


A Corporate Banking Department was added in 1981 to assist in attracting larger corporate borrowers 
and structuring more sophisticated credit facilities for existing clientele. Once this department has 
completed its loan analysis, it recommends the loan for authorization through the Corporate Credit 
Department. The Corporate Banking Department retains the ongoing responsibility for maintenance and 
supervision of these accounts. The Corporate Banking Department is also responsible for the initiation, 
structuring and analysis of major corporate loans in foreign currencies. A Corporate Banking Energy 
Department was established in Calgary to participate in the highly specialized energy market. 


The Investment Department manages the Bank’s liquidity position and is responsible for the Cana- 
dian dollar funding and capital planning functions of the Bank. It is the policy of the Bank to match as 
closely as possible the term and rate structure of its assets and liabilities. Investment Department 
personnel administer this policy within limits established by senior management of the Bank. The Bank 
funds its Canadian dollar loan portfolio and other assets from numerous and diverse sources. See “De- 
posits”. 


The Bank’s foreign currency funding requirements are managed by International Banking. Deposits 
are raised from a variety of sources including personal and non-personal accounts and term deposits via 
branches, “swap” deposits, interbank deposits, lines of credit and wholesale term deposits. The policy of the 
Bank is to fully hedge all its foreign exchange risks and to match floating rate assets with floating rate 
habilities. 

The Bank also conducts foreign exchange trading activities on its own behalf and on behalf of its 
clients in most major foreign currencies. Foreign exchange trading risks are controlled by establishing 
allowable individual currency positions, trader dealing limits and customer credit limits for currency 
transactions. 


Various departments within the Bank provide specialized services to senior management, branches 
and other operational departments and subsidiaries of the Bank. Some of the major service areas are: 
financial reporting and management information systems; human resources; systems and information 
processing; administration and operations; purchasing; premises; legal; sales and product development; 
advertising and communication; and inspection. These groups, in addition to ensuring consistency of 
methods and procedures throughout the Bank, also provide in-house expertise in many functional areas. 


Automated computer systems have replaced virtually all of the Bank’s labour intensive branch 
functions. The first automated banking machines were introduced in late 1983. Conversions to on-line 
terminals throughout the entire branch network are expected to be completed in 1985. 
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WestBank Leasing Limited, a wholly-owned subsidiary of the Bank, is active in the equipment 
finance leasing market, enters into leases for its own account and brokers leases. 


Classification of Assets 


The classification of the Bank’s assets at the dates indicated and the percentage of gross revenue 
derived therefrom for the years then ended are as follows: 


As at October 31 


Percentage of 


consolidated Percentage of 
assets, at book gross revenue (1) 
value, devoted derived 
thereto therefrom 


1984 1983 1984 1983 


TiO AIS cei aice'c, shisvtates Sod cucepeudce ato carav'a-sle ialdeeebesbox witarblen ten ree oSvete lncpnte lek hate RCNA eye nN RR aR ea NT We ars 81% 78% 85% 82% 
investment in secunitiestomthne Government ion Canadaleanni nities 5% 4% 3% 3% 
Investment in securities other than securities mentioned above..............eeceseeee eee eeee 3% 4% 4% 1% 
Deposits with: bankece sec othsech sehen ea nies aa etnies Dieie us) Ae eee nae ee eee eR Ree es haere 5% 6% 3% 4% 
0 0 2) ano aE Oe PR eee ea here Pen eran in oor ricrera Aco, 6. 5.4.0. dio bd Capo ee ee _ 6% 8% 5% 4% 


100% 100% 100% 100% 


(1) Dividends and other non-taxable income from securities have been grossed up to a taxable equivalent basis. See “Analysis of Operating 
Results”. 


Particulars of the geographical distribution of assets by location of ultimate risk are contained in note 
10 to the Consolidated Financial Statements. 


Primary and Secondary Reserve Requirements 


The Bank Act requires that a bank maintain a primary reserve in Canadian currency in the form of 
coins, Bank of Canada notes or deposits with the Bank of Canada. This reserve shall not be less on average 
during any month than an amount equal to the aggregate of 10% of Canadian currency demand deposit 
liabilities, 2% of Canadian currency notice deposit liabilities, 1% of the amount by which Canadian 
currency notice deposit liabilities exceed $500 million, and 3% of the foreign currency deposits held in 
Canada by Canadian residents. The assets comprising the primary reserve of the Bank are non-income 
producing. 


The Bank Act also empowers the Bank of Canada to require a bank to maintain, in addition to the 
primary reserve, a secondary reserve in the form of excess primary reserves, Government of Canada 
treasury bills or day loans to investment dealers at such percentage of its deposit liabilities subject to 
primary reserve requirements as may be fixed by the Bank of Canada pursuant to the Bank of Canada Act. 


Under this Act, the secondary reserve requirements may not be greater than 12% and are currently set at 
A%, 


Canadian and foreign currency deposits of non-residents with offices of the Bank outside Canada are 
exempt from reserve requirements. Deposit liabilities of subsidiaries that are factoring or leasing corpora- 
tions, and Canadian currency deposits of Canadian residents with foreign branches or wholly-owned 
foreign subsidiaries, are included in calculating reserves. Liabilities of other subsidiaries, including 
mortgage loan corporations, are not included. 


During the year, the Bank complied with the primary and secondary reserve requirements. For the 
October, 1984 reporting period the Bank maintained in its primary reserve a daily average deposit with the 
Bank of Canada of $26.6 million, as against a requirement of $25.2 million, and a daily average of $80.9 
million in its secondary reserve, as against a requirement of $63.8 million. 


Securities 


Securities are held by the Bank for various reasons. Government of Canada treasury bills are eligible 
securities for satisfaction of the secondary reserve requirement. Federal treasury bills in excess of reserve 
requirements, provincial treasury bills, chartered bank bearer discount notes, bankers’ acceptances and 
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commercial paper are some of the other most common securities that make up the Bank’s portfolio of quid 
investments. These highly liquid securities provide additional reserves beyond those required by the Bank 
Act giving the Bank protection against disruptions in funding or unexpected credit demands of its chents. 
Other securities, such as federal or provincial bonds, are held primarily for their income producing and 
trading profit potential, but also as a source of liquidity. Certain securities are acquired as the functional 
equivalent of the extension of bank credit enabling clients to borrow through the issue of preferred shares, 
income debentures or small business development bonds. 


The Bank held securities as indicated in the table below as at the dates shown: 


(in thousands of dollars) 
As at October 31 


1984 1983 1982 1981 1980 

Securities issued or guaranteed by Canada 

sineas una dll Seamer appetites Nese yae eter mornere tsar noe ee wa eae ees $117,604 $ 91,002 > A028 $ 99,611 $ 91,350 

Otherimatunne wathinwhneesyeans ee eacsoeeoee ee ene aes 8,721 Oras Halles 9,083 6,813 

Other not maturing within three years...........0..0..+++e0e 0: O52 11,774 8,220 13,462 29,841 
Issued or guaranteed by provinces, municipalities 

OO OKO! COMOMMENNIOOYs raacpernacoceneaaseooeedeeddescimenenaaes 1,677 993 1,069 1,119 1059 
Ihesenn joa SMES, oo ounce ens.oanchulinowancoasneuleeoaaeon 58,079 62,945 86,913 81,821 61,356 
Small business 

GkENe Moy yoaKenl!, IAG vie Ane ase nese ee ah eats san ane cama oe eee 2791 34,893 74,233 33,887 — 
Othertsecumiblesseren ete ete ee eae no ees ER ee LS OK 30,897 26,648 43,062 42,739 
sRotallkse culgitiies purer Me ween creams aera eee came renee ne eee tee orea e $239,331 $242 217 $281,845 $282,045 $233,158 


Securities are valued in accordance with instructions issued under the authority of the Minister of 
Finance. Securities in the investment account issued or guaranteed by Canada or a province are recorded 
at amortized values. As at October 31, 1984, the Bank’s investment account included securities issued by 
the Government of Canada which were carried on its books at the amortized cost of $138.1 million (1983 — 
$100.5 million) and had a market value of $136.9 million (1983 — $100.0 million). Other securities held in 
the investment account are carried at cost or amortized values or are valued using the equity method 
depending on their prescribed account classification. Securities held in the trading account are recorded at 
market value. 


Loans 


The Bank’s credit policy is the direct responsibility of the senior executives of the Bank. This policy is 
administered by the executives who head the Corporate Credit, Real Estate, International Banking and 
Corporate Banking departments. These respective departments monitor adherence to policy to ensure the 
overall quality of the Bank’s loan portfolio and approve specific exceptions to credit policy within their 
authority. Loans which are particularly large or exceptional in nature are approved by senior management 
and the Board of Directors. Loans are approved as close to the point of origin as possible. All loans are 
reviewed at least annually, as a matter of policy, by a credit officer of the Bank. 


The Bank’s principal lending activities include the extension of credit to the corporate sector and the 
granting of personal loans and residential mortgages. 


As at October 31, 1984 approximately 69% of the dollar amount of the Bank’s loan portfolio carries 
interest at variable rates. The balance of the portfolio carries fixed interest rates. As noted earlier, it is the 
policy of the Bank to match the rate and term characteristics of its assets and liabilities. It is also its policy 
to match the currency composition of its assets and liabilities, except for nominal trading positions. 


Sovereign risk exposure and country lending limits are managed with reference to the economic and 
political conditions in various parts of the world where the Bank extends credit. Specific lending limits are 
established for each country and individual borrower. 


a 


The following table shows the distribution of the Bank’s loan portfolio net of the provisions for losses as 


at the dates shown: (in thousands of dollars) 


As at September 30 (1) 


1984 1983 1982 1981 1980 
(unaudited) 
Canadian currency 
personal loans and morteaces nt ene ene ein ec htt cert ees $ 849,033 $ 824,051 $ 846,734 $ 822,427 $ 627,179 
Imdustrialand merchandisinow peer er raerer ree eer ADO DDe 339,278 400,289 435,831 366,933 
Realhestate;and Construction an oeer iio inate tari eta eres 294,098 311,593 374,485 273,169 153,098 
Himancial amstitutiomSeas ecteiene ee ee e e reeeoreeeteetens ater 106,456 ih lesyayil PALO 80,468 66,851 
Other [6 ans: xen aeons eee ce eee mere uae 238,500 224,609 215,100 302,197 239,457 
Totalé@ana diane ct nae ree oe eto onal teen Saber hoes aa rs eee 1,943,639 1,831,062 1,948,801 1,914,092 1,453,518 
Horeram: cuirreneye (2) iets ascitic: areca ctr tetas Salerro tear penarenetads 586,453 534,296 536,746 354,422 206,351 
Total loans (Bees. yee orcnens oes CR ray xe 8 hee ee ervey ee eee $2,530,092 $2,365,358 $2,485,547 $2,268,514 $1,659,869 


(1) Reported as at September 30 rather than October 31 for regulatory reporting purposes. 


(2) As at September 30, 1984, approximately 95.4% of foreign currency loans were in U.S. dollars. The majority of such loans were to 
governments and government agencies and to the real estate and energy sectors. 


(3) As at September 30, 1984, Canadian currency fixed rate loans were $694 million and foreign currency fixed rate loans were $33 million. 


Foreign Currency Assets 


Foreign currency assets of the Bank are composed primarily of foreign currency loans and deposits 
with other banks in U.S. dollars. 


As the table below indicates, as at October 31, 1984, approximately 24% of the Bank’s assets were 
denominated in foreign currency and, as at September 30, 1984, approximately 56% of such foreign 
currency assets were distributed between Canada and the United States of America, based on location of 
ultimate risk. 


Foreign Currency Assets (1) 1984 1983 1982 
As-atiOctoberso) Gmillions:of.dollars)<2. semackyetes Se ee ee eee $749.0 $736.9 $802.1 
Acvalpercentage of total assets at October olan. cuss. rae nie eee ee eer ee 24.4% 24.1% 24.6% 
1984 1983 1982 
Astabineprempbera0) (nillions of dollars) (unatidited) mene. emereienee a eeeeee ane naeernree $763.0 $738.6 $743.7 
Astapercentare Ol tobalvassets. aloe pleMbeTed Oleg sapere eerste ae eee eee 24.6% 24.6% 23.3% 
Distribution of Foreign 
Currency Assets as at September 30 1984 1983 1982 
@anada re Poniedes se song WOE EIS rd aE ak Pe we Re ee eee 50.1% 49.6% 36.4% 
Winited ‘States ss som hess les Wao oy8. cuit pe load nats be SAN eee eee 6.0 5.4 13.1 
Asia/Pacific 
PLEN CE OWN ont OCA Car tone aR ee ete, ee IESE ae, AM OE AMS diy wud n aga a beoele 7.4 7.0 10.0 
SOULE OVC A are apureaavnteye ar teeiorss ccescumeus, 4 Ueeus otee nia swoTe ceca ittete eit leit OCTET Ree 4.8 5.2 4.2 
GEL Bea ie cto has sleald te tune By sands lan bana Ua fe abe tat ae a On 4.4 7.6 6.3 
Europe 
Italy Soc esee Ce ee ee are eee Me Eee Moe OMA Re ones Shun ohoutoumnsoane 4.0 4.1 5.0 
MOD AID sosveretepssste leaked zy wthey tue ate yege stoke i lence tases. alk avave lo incl oca Sts catch eRe 23 55) PAG 1.8 
CDE OT 5 eters sexs ca tunse (ites aise, NOB OPAUN «Laser, avonteal onesie RE ee 6.8 5.5 8.3 
Latin America and Caribbean 
IMC KT COs sitar ciate haree cuntnsais asso riis tarase t aan acter dts tee eae occ atic tee pee ter ETE 8.0 lod 8.9 
BY AAA aerots ate ts shea dorks aioe are Neve A can chfem hake Rt ce ouRE Cha ass be occa Me ee Ea ee ee 4.4 4.2 3.7 
CUSTER cern ocd Suse rsiak eelevoda ge dle tae te a hieay ae. areaehieavep are racket ey ea a 1.6 15 2.3 
100.0% 100.0% 100.0% 


(1) Reported as at September 30 (except as otherwise stated) rather than October 31 for regulatory reporting purposes. Foreign currency 


assets are expressed in Canadian dollar equivalent. The location of ultimate risk is defined as the location of the borrower, or, if 
guaranteed, the guarantor. 


) The countries noted separately above represent those countries to which more than 1% of the Bank’s risk assets are attributable. Risk 


assets for this purpose are defined as deposits with other banks, securities, loans (excluding mortgages) and customers’ liabilities under 
acceptances. 
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There are foreign exchange restrictions in certain of the countries in which the Bank carries on its 
operations. These restrictions do not have any material effect on the Bank’s international operations. 


Land and Premises 


The Bank acquired on July 29, 1980 a 50.1% beneficial interest in a property located at the corner of 
Georgia and Hornby Streets in the centre of Vancouver’s business district. On February 24, 1984 the Bank 
entered into a long term land lease with a subsidiary of Imperial Life Assurance Company, which will 
construct a major office tower on the property. Total annual base rent to the Bank for the land will be 
approximately $961,920 for each of the first three years, the greater of base rent or approximately 11.5% of 
net income for each of the next five years, rising to the greater of base rent or approximately 12.5% of net 
income in each year thereafter. Following completion of construction, the Bank will relocate its Head 
Office Departments to the office tower which is expected to be identified with the name of the Bank. At the 
end of the sixth year of its occupancy and, if not exercised, again at the end of the eleventh year the Bank 
has an option to purchase a 25% interest in the building at a price based on 25% of the net income of the 
building capitalized at 8.5%. 


In addition, the Bank owns the premises of three of its 50 domestic branch locations and the remainder 
are leased. As well, the Bank owns a property in the central business district of Kamloops for possible 
development in the future to satisfy its branch requirements. 


As at October 31, 1984 the net book value of the Bank’s real estate properties amounted to $15.9 
million, exclusive of furniture, fixtures, leasehold improvements, computer equipment and other equip- 
ment. The market value of the Bank’s real estate properties is not available. 


Deposits 


The following table presents the classification of the Bank’s deposits as at the dates shown: 


(in thousands of dollars) 
As at October 31 


ee ee 1982 1981 1980 

Depositenoyn @aric Gaver jeer anti ee teutr mene net, Cer teeter fran svat ee S$ 22004 $ 40,039 $ 35,199 $ 45:479 $ 35,673 
DER OSTESH OVA LOVIN CES eee: ier tne te eter ere rare ron een See awece 121,994 33,620 40,915 13,857 27,646 
Deposits by banks — im ‘Canadian currency............0..2...-..-4- 181,195 31,704 POMS 3,286 6,682 
— in currencies other than Canadian........... 542,940 480,123 377,999 374,871 ilgaleteysyil 

Depositsibyaimadnyr dial snes see mae eee sence eee W284 Meier 1,367,616 1,363,541 355,825 1,095,019 
Othenideposits;— ain Canadiamieumnemcyen ses uciocit er eer. ee eee 627,392 658,779 907,987 706,680 553,324 
in currencies otherithan Camadiam .........--++- 162,687 186,767 304,676 232,701 249,711 


$2,892,389 $2,798,648 $3,033,292 $2,732,199 $2,140,006 


The Bank’s marketing strategy has been directed primarily to the acquisition and retention of deposits 
by individuals. These deposits are considered to be relatively more stable and have a lower interest expense 
than wholesale funds. Innovative deposit instruments such as the Pioneer Savings Plan for senior citizens 
and the Bank’s daily interest accounts, the Bonanza Account, the Pioneer Bonanza Account and the Cash 
Investment Account, have helped to attract deposits by individuals. The recent decline in deposits by 
individuals results from the adverse economic conditions in British Columbia and Alberta, recent Canada 
Savings Bond campaigns, and increased competition including retail purchases of Canada Treasury Bills. 
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Debenture Maturities 


The aggregate sinking fund requirements for the next five years of the Bank’s debentures outstanding 
at October 31, 1984 are $70,000. The aggregate sinking fund requirements and maturities of the Bank’s 
debentures as at October 31, 1984 are shown in the following table: 


(in thousands of 


pee iollereeS 
Within®l year, 21 a. Soa ee ere eee $ 3,014 
From! Ito '2:years) spas ces at eee ee 14 
Over’ 2°tots years a4 1. ee ee eee ee 14 
Over 3 to O-years\ Dean th ie. ose eee 10,028 
Over'5 tol0' yedrsnet (2.5 eee ee 278 


Over 10*years Feet i ee o 


(1) The Bank’s 104% debentures maturing May, 1989 may be redeemed at the Bank’s option at anytime until maturity. 


Loan Loss Experience 


Specific provisions for anticipated losses on loans are established by an annual review on an account 
by account basis and are initially recommended by the responsible credit officers and subsequently 
approved by senior management. In addition, the Bank makes general provisions for possible losses on 
sovereign risk loans. As at October 31, 1984 the Bank had specific and general provisions for losses of 
approximately $55.6 million which it considers adequate to cover possible losses on its loan portfolio. The 
annual amount recorded as loan loss experience in the Consolidated Statement of Appropriations for 
Contingencies represents the net change in provisions for losses less recoveries on loans previously written 
off. 


The provision for loan losses, an amount determined by a formula established by the Minister of 
Finance, is charged to income and credited to appropriations for contingencies. The annual provision is 
determined by calculating the ratio of the last five years of loan loss experience to the last five years of 
eligible loans and applying this ratio to the outstanding eligible loans at the end of the year. 


Following consultation with the Inspector General of Banks, commencing in fiscal 1985 the Bank will 
apply the rules for the determination of the provision for future loan losses using a ratio of loan losses to 
eligible loans similar to the ratio experienced by the Bank in the years prior to 1982. This will be 
accomplished by replacing the actual loan loss experience for the years 1982 to 1984 in the above mentioned 
formula with amounts representing normalized loan losses of 0.40% of eligible loans. 


The following table shows the loan loss experience and the amounts of the provisions for loan losses 
recorded for the years indicated: 


(in thousands of dollars) 
Years ended October 31 


©) 1984S PeNi9gs aod tem osTUN BME 1980 © 

Provision for loan losses included in the Consolidated 
SlatementroL-licome mee era taae mere taro cet en eee SiS (hO CUM DEEZ OOMmED mmm oe S47 emmmess Wyisiliy 83 ULES 
esstloanblossyexperlenCen mrs meen ae eee tay er Me tet: 85,370 51,3825 27,993 9,038 6,692 
Net credit (charge) to appropriations for contingencies............. $ (47,489) $ (28,622) $ (12,646) $ ATT $ 533 


BD SA HOY eae ARE re I Ln PI ER MER TAT eh 6 Do $2,634,330 $2,372,789 $2,535,969 $2,298,450 $1,736,187 
As an annual percentage of eligible loans: 
PLOVASIOMN OF OATIMLOSSES were: orn eee Taieneree erie ee 1.44% 0.96% 0.61% 0.41% 0.42% 
Loanslossrexperiencenets 4 acetate ier TE ee eT 3.24% 2.16% 1.10% 0.39% 0.39% 


(1) Eligible loans include loans, acceptances, letters of credit and guarantees but exclude loans to or guaranteed by the government of Canada 
or a province (and prior to October 1983, the governments of the United States of America and the United Kingdom). 


Eligible loans (1) 
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The following table shows the domestic and foreign loan loss experience recorded for the years 
indicated: 


(in thousands of dollars) 
Years ended October 31 


1984 1983 1982 1981 1980 
Domesviglosssexpentencem tas einen ate ree enee eran aee $78,316 DolRaio $25,293 $7,788 $7,081 
oMenern OSS OqNaMOMOY . 45 aceeancscscosuounssducccnnatunnaacucss 7,054 (50) 2,700 1EZ5 0) (389) 
IOS NR GOCIAENCE 59 ren an anecon eee eee sed ocme cmoniieoeea ade owes $85,370 $51,325 $27,993 $9,038 $6,692 


A loan recovery group within the Bank’s Corporate Credit Department supervises loan recovery 


procedures in order to minimize the ultimate loss on existing and potentially delinquent corporate loans of 
the Bank. 


Appropriations for Contingencies 


The appropriations for contingencies, a component of the Bank’s capital funds, appears under “Capital 
and Reserves” on the Bank’s Consolidated Statement of Assets and Liabilities. In addition to being affected 
by the loan loss experience and the provision for loan losses as explained under “Loan Loss Experience”, 
the appropriations for contingencies may also be adjusted by transfers to or from retained earnings. 


The appropriations for contingencies consists of two elements: tax-allowable and tax-paid. The 
tax-allowable portion is limited by regulations prescribed by the Minister of Finance to an amount equal to 
a percentage (142% of the first $2 billion and 1% of the excess thereof) of eligible assets. Transfers to 
tax-allowable appropriations for contingencies are made on a tax-deductible basis. In addition, the Bank 
may make transfers from retained earnings to tax-paid appropriations for contingencies as deemed 
appropriate by management. 


The above transfers are in addition to the provisions for losses on loans that have been deducted in 
determining the carrying value of loans as reported in the Consolidated Statement of Assets and 
Liabilities. 

The following table sets forth the Bank’s appropriations for contingencies as at the dates shown: 


(in thousands of dollars) 
As at October 31 


1984 1983 1982 1981 1980 
Daxcallowablexappropnlahlomcneneriar tender nie atic ei ciaci es cee $(60,466) $(13,400) $ 4,675 $17,330 $13,635 
Were jeVaniel Bio NOONE 9 gu p aouaonoaoeddacoodsodeeneasmegemaods 16,679 We vO2 10,649 4,640 154 
TROIS cease tcp Bins Shee Scr ee pve Boe BS OMT Cee ec ert BORE ph ee RE NCR ROO Te $(43,787) Bylo $15,324 $21,970 $13,789 


Non-Performing Loans 


The Bank has two categories of non-performing loans: non-accrual loans and renegotiated reduced 
rate loans. Loans are placed on a non-accrual basis whenever there is, in the opinion of management, doubt 
as to the collectibility of some portion of principal or interest or when interest on a loan has not been 
collected for a period of 90 days, unless senior credit management determines there is no reasonable doubt 
as to the ultimate collectibility of principal and interest. The amount of this overdue interest is charged 
against current year’s income. Interest income on non-accrual loans is recorded on a cash basis. 


Renegotiated reduced rate loans are loans in respect of which the terms have been modified to provide 
for a reduction in the interest rate due to the weakened financial condition of the borrower. 
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The following table sets forth the Bank’s non-performing loan position at the dates shown. 


(in thousands of dollars) ‘3 
As at October 31 
1984 1983 
Domestic International Total Domestic International Total 
Nfonzaccruall loamsmye oc omen era e reeraete $89,274 $10,910 $100,184 Slelelis $11,112 $142,225 
Renegotiated reduced rate loans.............. 6,693 a 6,693 — — = 
Provisions ‘tor lossesis.. eee eee eae (42,046) (5,354) (47,400) (49,805) (3,900) (53,705) 
Net non-performing loanSie cern acrn-r ie tater $53,921 $ 5,556 $ 59,477 $ 81,308 ay aly $ 88,520 


The Bank believes that the provisions for losses at October 31, 1984 in respect of these loans are 
adequate to cover possible losses on these loans. 


Analysis of Operating Results 
The Bank’s operating results for the three years ended October 31, 1984 are set forth below: 


(in thousands of dollars except where noted) 
Years ended October 31 


1984 1983 1982 
Amount Percent (1) Amount Percent (1) Amount Percent (1) 

Net interest and other income: 

TMLeLeESt AN COMIC ay Pkecn ehocro Roa OTe ae ee $337,492 10.79 % $351,666 11.30% $487,752 15.26% 

Imbenest, Expenses cnc rica ire cocemeenegenee ceetetece ig eae -ceaetreeea aes 256,264 8.19 247,850 7.96 402,531 12.59 

INetanterest:imcomesnernrise coer. aren eitrn ee ee 81,228 2.60 103,816 3.34 85,221 2.67 

Add taxable equivalent adjustment (2) .............. 7,037 0.22 11,976 0.38 18,919 0.59 

Net interest income 

=——taxableequiyalent basis maemeue cise aici 88,265 DES 115,792 Be 104,140 3.26 

Mess provisionmor loans OSSeS manera tietneCnasa neta e: 37,881 Tail 22,703 0.73 15,347 0.48 

Net interest income after loan loss provision......... 50,384 1.61 93,089 2.99 88,793 2.78 

Othersimconie hereon saeco ie ree Tae 17,770 0.57 15,813 0.51 16,626 0.52 

Netanterest and iothenimcomen jars be aire cence 68,154 2.18 108,902 3.50 105,419 3.30 
Non-interest expenses: 

Salaniesand  benehiisewereste tetera ee 4 aca 50,317 1.61 54,163 1.74 51,384 1.61 

Premises and equipment expenses, 

iMchuding depreciatl oneeeemeeeeee cee cece 14,453 0.46 13,091 0.42 11,441 0.36 

Other: Expenses: wan came rc eerste ase aaa Sams 16,564 0.53 16,946 0.55 19,641 0.61 

Total nmon-interest.expensesanne aeeeeiemoceet rete 81,334 2.60 84,200 DaeT Al 82,466 2.58 
Net income (loss) before provision 

fOPMMCOMEXEARESH., darren hires er RO ORIG eos nee (13,180) (0.42) 24,702 0.79 22,9538 0.72 
Provision (credit) for income taxes (2)................. (6,190) (0.20) 12,576 0.40 11,219 0.35 
Neti come: (LOSS) tye ante casino wt Paes tov ciclo, WARRAC cnouee te $ (6,990) (0.22)% $ 12,126 0.39% 6S bey! 0.37% 
Net income (loss) per common share .................. $ (2.01) == SS BAD — BS ail _ 
NEtunor On COMMON eG Ulty:(3) seo eerie es (11.7)% = 10.0% — 10.1% — 


(1) Percentage of average total assets of: 1984, $3,128 million; 1983, $3,111 million; 1982, $3,196 million. 


(2) A taxable equivalent adjustment is a credit to interest income which converts the interest income attributable to tax-exempt securities to 
an amount which, had it been taxable, would result in the same after tax net income as appears in the financial statements. Tax-exempt 
income from Canadian securities including income debentures, small business development bonds and term preferred shares of Canadian 
corporations has been converted to a taxable equivalent basis. The provision for income taxes has been adjusted by a corresponding amount. 
Tax-exempt income of $6.9 million, $11.4 million and $173 million for the years ended October 31, 1984, 1983 and 1982 respectively was 
grossed-up using a tax rate of 50.5%, 51.3% and 52.2% respectively. 


(3) Net income (loss) less preferred dividend obligations divided by average capital and reserves less preferred share capital. 


The Bank is not, at this time, taking any steps which will materially affect its holding of tax exempt 
securities. 


The principal factors affecting the Bank’s operating results in the past three years have been 
variations in interest rates and the worldwide and Western Canadian economic downturn which severely 
affected both the Bank and its customers throughout this period. This downturn followed a period of 
sustained inflation which assisted the Bank in more than doubling its assets in the five years ended 
October 31, 1983. During this inflationary period interest rates reached extremely high levels peaking in 
August, 1981. The adverse effects on the Bank’s customers of the sustained high level of interest rates 
combined with the deteriorating economic environment have led to substantially increased loan loss 
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experience. While the level and volatility of interest rates have both declined, effects of the recession in 
British Columbia and Alberta are expected to continue for some period of time. 


1982 Compared to 1981 


Net income for fiscal 1982 was $11.7 million, a decrease of 32.3% from fiscal 1981 earnings of $17.3 
million. This decrease was mainly attributable to the significant increase in the provision for loan losses 
and the higher level of non-performing loans resulting from the poor economic conditions prevailing 
throughout the year. The provision for loan losses in fiscal 1982 was $15.3 million, up from $9.5 million for 
fiscal 1981. This provision is based on a five year average in accordance with regulations prescribed by the 
Minister of Finance. Actual loan loss experience in fiscal 1982, calculated according to the Bank’s net 
change in loan loss reservations for individual accounts less recoveries on loans previously written off, was 
$28.0 million compared to $9.0 million for fiscal 1981. The difference between actual loan loss experience 
and the provision for loan losses in fiscal 1982 of $12.6 million was charged to capital and reserves as a 
reduction of appropriations for contingencies. Net income for fiscal 1982 included a tax credit of $7.7 million 
arising out of non-taxable income of $17.3 million from securities of and investments in taxable Canadian 
corporations. These tax exempt revenues increased from $10.5 million in fiscal 1981 largely as a result of 
the increased level of loans under the federal government’s small business development program. 

A contributing factor to lower net income in fiscal 1982 was a decline in interest spreads resulting from 
the fall in interest rates during this period. Rates of return on average assets and common equity declined 
substantially to 0.37% and 10.1%, respectively, for fiscal 1982 compared to 0.66% and 19.4%, respectively, 
for fiscal 1981 as a result of lower net income. 


1983 Compared to 1982 


The Bank’s net income for fiscal 1983 was $12.1 million compared to $11.7 million for fiscal 1982 and net 
income before provision for income taxes was $12.7 million for fiscal 1983 compared to $4.0 million for fiscal 
1982. The improvement was the result of an increase in net interest income more than offsetting the 
significant increase in the loan loss provision. The growth in net interest income was entirely due to 
improved spreads made possible by lower and more stable interest rates in 1983 than in 1982. The lower 
interest rates which prevailed in 1983 compared to 1982 resulted in a considerable improvement in the 
profitability of the Bank’s fixed rate loan portfolio and reduced the negative impact on earnings of carrying 
non-performing loans. 

Loan losses continued to be a problem for the Bank in 1983. The Bank’s actual loan loss experience in 
fiscal 1983 was $51.3 million, up 83.3% from $28.0 million in fiscal 1982. The provision for loan losses in 
fiscal 1983 was $22.7 million representing a 47.9% increase over the fiscal 1982 level of $15.3 million. 

During fiscal 1983 the Bank’s assets declined by 6.0% from $3.3 billion at October 31, 1982 to $3.1 
billion at October 31, 1983. This decline in assets was the result of weak loan demand in the provinces of 
British Columbia and Alberta. 


1984 Compared to 1983 

The primary reasons for the decline in net income were lower net interest income and an increase in 
the provision for loan losses. The most significant occurrence during fiscal 1984 was the financial 
restructuring undertaken by the Bank during the month of October. The result of this restructuring, 
discussed more fully under the heading “Current Position of the Bank”, was to raise a substantial amount 
of new Common Share capital and, at the same time, to dispose of certain non-performing loans and other 
assets. 

The decline in net interest income was the result of narrowing interest rate spreads caused primarily 
by interest rate increases during fiscal 1984. The fixed rate nature of the Bank’s consumer loan and 
mortgage portfolios resulted in the yield of these portfolios lagging behind the increase in the cost of funds 
during a period of rising interest rates. Higher interest rates also increased the cost of funding the Bank’s 
non-performing loans during 1984. 

The provision for loan losses was $37.9 million in 1984 compared to $22.7 million for 1983. This 
increase was a consequence of the rules prescribed by the Minister of Finance, as described under “Loan 
Loss Experience”, for computing the provision for loan losses and of the Bank’s financial restructuring that 
occurred in late 1984. Actual loss experience in 1984 was $85.4 million, up $34.1 million from the 1983 
level. Approximately 54% of the 1984 loss experience was due to the recognition of losses on non- 
performing loans sold by the Bank as described under “Asset Sale”. 
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Non-interest expenses declined $2.9 million or 3.4% over the 1983 level of $84.2 million. This 
reduction occurred primarily as a result of the continuing restraint program instituted by the Bank in 
early 1983. 


Provision for Income Taxes 


The income and capital gains of the Bank are taxed under the provisions of the Income Tax Act 
(Canada) and the income tax acts of the provinces of Canada at the standard rates of tax prescribed by these 
statutes, less appropriate credits for income taxes incurred and paid to foreign countries. 


The Bank’s provision for income taxes, as reported in the Consolidated Statement of Income, differs 
from the product of net income before taxes multiplied by the Bank’s marginal tax rate. The major reasons 
for this are that certain sources of income are tax-exempt and others are taxed at less than the marginal 
rate. 


Personnel 


As at October 31, 1984 the Bank had approximately 1,685 employees. A portion (24 employees) of one of 
the Bank’s fifty domestic branches is represented by the Union of Bank Employees pursuant to a collective 
agreement which expires April 10, 1985. 


Intercorporate Relationships 


There are no subsidiaries which account for more than 10% of the assets and operating revenues of the 
Bank on a consolidated basis. The following table lists subsidiaries, all of which are wholly-owned, which 
carry on aspects of the Bank’s business. 


Head Office Jurisdiction of 
Name address incorporation 
British Columbia 3407 Gloucester Tower Hong Kong 


Financial Corp. The Landmark 


(H.K.) Limited 11 Pedder St. 
Hong Kong 
Bank of British PO. Box 2198 Cayman Islands 


Columbia 
(International) 
Limited 


WestBank Leasing 
Limited 


Bank of British 
Columbia Mortgage 
Corporation 


BBC Realty Ltd. 


BBC Investments 
td? 


BBC-RI Services 
Ltd. 


BBC Realty 
Investments Limited 


Transnational House 
Grand Cayman 
Cayman Islands 
British West Indies 


1235-555 Burrard St. 


Vancouver, B.C. 
Canada 


1235-555 Burrard St. 


Vancouver, B.C. 
Canada 


1235-555 Burrard St. 


Vancouver, B.C. 
Canada 


1235-555 Burrard St. 


Vancouver, B.C. 
Canada 


635-555 Burrard St. 
Vancouver, B.C. 
Canada 


635-555 Burrard St. 
Vancouver, B.C. 
Canada 
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Canada 


Canada 


British Columbia 


British Columbia 


British Columbia 


British Columbia 


Head Office Jurisdiction of 


Name address incorporation 
BBC Realty 635-555 Burrard St. (1) 
Investors Vancouver, B.C. 

Canada 
KQX Realty 635-555 Burrard St. British Columbia 
Holdings Ltd. Vancouver, B.C. 

Canada 
REIT Properties 635-555 Burrard St. British Columbia 
itd. Vancouver, B.C. 

Canada 


(1) BBC Realty Investors is an unincorporated trust established under the laws of British Columbia. 


THE BANK ACT 


General 


The operations of the Bank are governed by the Bank Act and also by the respective laws of the 
countries in which it carries on its operations. The Bank Act provides for the appointment of an Inspector 
General of Banks who is responsible for examination and inquiry into the affairs and business of each 
Canadian chartered bank for the purpose of satisfying himself that the provisions of the Bank Act, relating 
to the safety of the depositors, creditors and shareholders of the bank, are being fully observed and that 
each bank is in a sound financial condition. At the conclusion of each examination and inquiry a report 
thereon is submitted to the Minister of Finance. 


The Bank Act was revised effective December 1, 1980 for a period of ten years, and contains a number 
of new provisions which expand the operational scope of Canadian chartered banks permitting them, 
among other things, to control leasing, factoring, mortgage loan and venture capital corporations. These 
new provisions also provide greater flexibility in raising capital by permitting the issuance of preferred 
shares, convertible securities and bank debentures all of which may be denominated in currencies other 
than Canadian currency. The Bank Act now facilitates the formation of new banks in Canada and also the 
conversion of Canadian financial institutions and Canadian affiliates of foreign banks into banks. 


Audit 


The Bank maintains an inspection department with an experienced staff for the purpose of carrying 
out comprehensive inspections of each of its branches at least once every 18 months. 


An examination of the affairs of each chartered bank is also carried out annually by two firms of 
qualified accountants, acting jointly, who are appointed by the bank’s shareholders to act as auditors. 
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AGENCY AGREEMENT 


Under an agreement dated January 4, 1985 (the “Agency Agreement”) between the Bank and 
Dominion Securities Pitfield Limited, Pemberton Houston Willoughby Incorporated, Wood Gundy Inc., 
Odlum Brown Limited and McLeod Young Weir Limited (the “Agents”), the Agents have agreed to provide 
the following services to the Bank in connection with this offering. 


With respect to the Offer to Certain Shareholders, the Agents have agreed to form and manage a 
Facilitating Dealer Group in which all members of the Investment Dealers Association of Canada, the 
Vancouver Stock Exchange, the Alberta Stock Exchange, The Toronto Stock Exchange and the Montreal 
Exchange will be invited to join for the purpose of soliciting subscriptions for the Common Shares. Subject 
to the provisions of the Facilitating Dealer Group agreement, the Bank has agreed to pay to each member 
of the Facilitating Dealer Group a fee of $0.10 per share in respect of each Common Share for which a 
subscription is procured by such member, subject to a maximum fee of $2,000 in respect of shares 
subscribed for by or on behalf of any single beneficial owner of Common Shares on the Determination Date. 


The Bank has also agreed to pay the Agents a management fee of $300,000 and an additional fee of 
$0.03 per share for each Common Share subscribed for under the Offer to Certain Shareholders. 


With respect to the Offer to the Public, the Agents have agreed to use their respective best efforts to 
sell the Common Shares not subscribed for under the Offer to Certain Shareholders and the additional 
5,128,432 Common Shares offered hereby. It is intended that the Common Shares will be offered in Canada 
and elsewhere outside the United States of America, its territories and possessions. The Agents will 
receive a commission of $0.17 per share for each share sold. At the request of the Bank the Agents have 
agreed to make available to purchasers of Common Shares under the Private Offering described under 
“Current Position of the Bank” a number of Common Shares to be determined during the course of the 
offering; no commission will be paid to the Agents for Common Shares sold to such purchasers under the 
Offer to the Public. By agreement between the Bank and the Agents sales of Common Shares to employees 
of the Bank, not exceeding 500 shares per employee, will be effected by the Bank directly to such employees 
and neither the Agents nor the Bank will receive any commission in respect of such sales. 


The Agents are not obliged to purchase any of the Common Shares offered hereby which are not sold. 
The Agency Agreement provides that the Agents may terminate the Offer to the Public at their discretion 
on the basis of their assessment of the state of the financial markets and upon the occurrence of certain 
stated events; the obligation of subscribers to purchase Common Shares under the Offer to the Public 
would then terminate. 


In connection with this offering, the Agents may over-allot or effect transactions which stabilize or 
maintain the market price of the Common Shares at levels other than those which might otherwise prevail 
on the open market. Such transactions, if commenced, may be discontinued at any time. 


APPLICATION OF PROCEEDS 


The proceeds to the Bank from the sale of the Common Shares offered hereby, after deducting 
estimated expenses of issue and the maximum amount of fees payable to the Agents to be paid out of the 
general corporate funds of the Bank, will amount to a minimum of $110,070,000. Such proceeds will be 
added to the Bank’s general funds and will be utilized for general banking purposes. The purpose of this 


issue is to enlarge the Bank’s capital base allowing it to pursue opportunities for profitable growth in both 
its domestic and international activities. 
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SUBORDINATED DEBT, CAPITAL AND RESERVES OF THE BANK 


(in thousands of dollars) 
Outstanding as at 


November 30, 


1984 after 
October 31, November 30, giving effect 
Authorized 1984 1984 to this issue 
Bank Debentures (1) 
742% sinking fund debentures maturing November, 1991. $ 5,000 $ 348 $ 348 $ 348 
9°4% debentures maturing September, 1985............ 3,000 3,000 3,000 3,000 
104% debentures maturing May 1989, redeemable at 
the Bank’s option at anytime until maturity.......... 10,000 10,000 10,000 10,000 
13,348 13,348 13,348 
Capital and Reserves 
Appropriations for Contingencies (2) 
Tax-allowable SGBEAGie ct des peared rae rar tich ear ieee (60,466) (60,466) (60,466) 
(Daxsp all Utara wren Anus neta oe vamos etn es 16,679 16,679 16,679 
Total Appropriations for Contingencies................. (43,787) (43,787) (43,787) 
Shareholders’ Equity 
Capital Stock: 
Preferred Shares without nominal or par value, 
ISSA EMMESSIIeS arming soir fe stein ctereaiena Oke oes $ 75,000 
(3,000,000 shs.) 
$2.28 cumulative redeemable 
preferred shares, Series A................0000. 17,670 17,670 17,670 
(706,800 shs.) (706,800 shs. ) (706,800 shs. 
$2.22 cumulative redeemable 
preterredishanes, Series Bucci. .s04. cess sacs ss 20,000 20,000 20,000 
(800,000 shs.) (800,000 shs.) (800,000 shs. 
Common Shares without nominal or par value...... $500,000 72,225 158,899 (3) 272,899 (4) 
(unlimited) (5,169,526 shs.) (19,615,239 shs.) (3) (38,615,239 shs. 
Nevained MH atemiMe Sire, meyers ce aeeiiceere teens 8,655 8,611 (5) 6,666 (6) 
Motalishareholders Hquitive ... sees as. ahs uesseee sss: 118,550 205,180 ST, 200 
Total Subordinated Debt, Capital and Reserves... $ 88,111 $174,741 $286,796 


(1) The debentures are unsecured, rank equally and are subordinated to the claims of depositors and other creditors. 

(2) Reference is made to Note 2(f) to the Consolidated Financial Statements. 

(3) Including Common Shares issued pursuant to the Merger Agreement and the Private Offering. 

(4) Assuming the issuance of 19,000,000 Common Shares for aggregate proceeds of $114,000,000. 

(5) As at October 31, 1984 less issue expenses, net of income taxes, related to the Merger Agreement and the Private Offering. 


(6) As in (5) above less estimated maximum issue expenses, net of income taxes, related to the offering. 


DILUTION 


As at October 31, 1984 the book value per Common Share was $7.18 and after giving effect to the private 
placement of 12 million Common Shares and the merger with BBC Realty Investors, the book value per 
Common Share was $6.31. After giving effect to the issuance of the 19,000,000 Common Shares at $6.00 per 
share offered hereby, the book value per Common Share as at October 31, 1984 would be $6.11. 


DESCRIPTION OF SHARE CAPITAL 


The authorized share capital of the Bank consists of an unlimited number of Common Shares without 
nominal or par value, issuable for an aggregate consideration not exceeding $250,000,000 and 3,000,000 
preferred shares (the “Preferred Shares”) without nominal or par value, issuable in series for an aggregate 
consideration not exceeding $75,000,000. At a special general meeting held on November 21, 1984 the 
holders of Common Shares passed a resolution to increase the aggregate consideration for which the 
Common Shares may be issued from $250,000,000 to $500,000,000. The approval of the Minister of Finance 
and the Governor in Council is required for the increase in authorized capital. Such approval was granted 
on December 20, 1984. As at November 30, 1984 there were 19,615,239 Common Shares issued and 
outstanding representing an aggregate issue price of $158,899,000, 706,800 $2.28 Cumulative Redeemable 
Preferred Shares, Series A (the “Series A Preferred Shares”) representing an aggregate issue price of 
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) (4) 


$17,670,000 and 800,000 $2.22 Cumulative Redeemable Preferred Shares, Series B (the “Series B Preferred 
Shares”) representing an aggregate issue price of $20,000,000. 


The following is a summary of the material provisions attaching to the Common Shares and the 
Preferred Shares of the Bank and is qualified in its entirety by reference to the full text of the rights, 
privileges, restrictions and conditions of the said shares, which may be inspected at the head office of the 
Bank during normal business hours. 


Common Shares 


Subject to the rights, privileges, restrictions and conditions attaching to the Preferred Shares and in 
addition subject to the rights, privileges, restrictions and conditions contained in the Bank Act, the holders 
of the Common Shares are entitled: 


(a) to vote at all meetings of shareholders except meetings at which only holders of a specified series 
of Preferred Shares are entitled to vote; 


(b) to receive any dividend thereon as and when declared by the Directors of the Bank; and 


(c) in the event of liquidation, dissolution or winding-up of the Bank, to receive the remaining 
property of the Bank after satisfaction of all creditors and any senior class of equity. 


Preferred Shares 


The following summarizes the material provisions applicable to the Preferred Shares. 


Issuable in Series 


The Preferred Shares may be issued from time to time in one or more series, each series consisting of 
such number of Preferred Shares and having attached thereto such designation, rights, privileges, 
restrictions and conditions as may be fixed by the Directors of the Bank in their sole discretion. 


Ranking of Preferred Shares 


The shares of each series of Preferred Shares shall, with respect to the payment of dividends and the 
distribution of assets in the event of liquidation, dissolution or winding-up of the Bank, rank equally with 
the shares of every other series of Preferred Shares and be entitled to preference over the Common Shares 
and the shares of any other class of shares of the Bank ranking junior to the Preferred Shares. 


Voting Rights 


Subject to the provisions of the Bank Act and except as otherwise expressly provided in the rights, 
privileges, restrictions and conditions attaching to the Preferred Shares or any series thereof, the holders of 
Preferred Shares do not, as such, have any voting rights for the election of Directors of the Bank or for any 
other purpose, nor are they entitled to receive any notice of or attend shareholders’ meetings save and 
except meetings of shareholders called for the purpose of authorizing the dissolution of the Bank or the sale 
of its undertaking or a substantial part thereof or unless the Bank shall fail to pay eight quarterly 
dividends whether consecutive or not on the Series A Preferred Shares or the Series B Preferred Shares in 
which case the holders of such shares will be entitled to one vote for each such share held at all meetings of 
shareholders until all such dividends in arrears have been paid. 


Creation and Issue of Shares 


Pursuant to the Bank Act, the Bank may not, without the approval of the holders of a given class, 
create any other class of shares ranking equal or prior to the given class. The Bank shall not, without the 
prior approval of the holders of Preferred Shares as a class (and subject always to such approval as may be 
required by the Bank Act or any other applicable law): 


(a) create or issue any shares ranking in priority to the Preferred Shares; or 


(b) create or issue any additional series of Preferred Shares or any shares ranking equal to the 
Preferred Shares unless all cumulative dividends shall have been declared and paid or set apart 
for payment in respect of each series of cumulative Preferred Shares then issued and outstanding 
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and any declared and unpaid non-cumulative dividends shall have been paid or set apart for 


payment in respect of each series of non-cumulative Preferred Shares then issued and out- 
standing. 


Modification 


Approval of amendments to the rights, privileges, restrictions and conditions attaching to the Pre- 
ferred Shares as a class and any other approval required to be given by the holders of Preferred Shares may 
be given by a resolution carried by an affirmative vote of not less than two-thirds of the votes cast at a 
meeting at which the holders of not less than twenty percent of the outstanding Preferred Shares are 
present or represented by proxy. 


Dividends 


The holders of Series A Preferred Shares and Series B Preferred Shares are entitled respectively, to 
receive out of monies of the Bank properly applicable to, and as and when declared by the Directors of the 
Bank, fixed, cumulative, preferential cash dividends at the rate of $2.28 per Series A Preferred Share per 
annum and at the rate of $2.22 per Series B Preferred Share per annum. Such dividends are cumulative 
from the date of issue of said shares and are payable quarterly. 


Purchase for Cancellation 


Subject to the provisions of the Bank Act and, in particular, the prior approval of the Inspector General 
of Banks, the Bank may at any time or times purchase for cancellation outstanding Series A Preferred 
Shares or Series B Preferred Shares at the lowest price obtainable not exceeding the then applicable price 
per share described in the rights, privileges, restrictions and conditions attaching to the Preferred Shares 
purchased plus accrued and unpaid dividends and costs of purchase. 


Redemption 


The Series A Preferred Shares and the Series B Preferred Shares are not redeemable prior to October 
30, 1984 and July 1, 1988 respectively. Thereafter, subject to the provisions of the Bank Act and, in 
particular, to the prior approval of the Inspector General of Banks, the Bank may redeem preferred shares 
in whole or in part in accordance with the rights, privileges, restrictions and conditions attaching to the 
series of Preferred Shares being redeemed. 


Restrictions on Dividends and Retirement of Shares 


Dividends may not be declared, paid or set apart for payment on any shares ranking junior to the 
Preferred Shares, nor may such shares be redeemed or purchased, nor may less than all of the Series A 
Preferred Shares or Series B Preferred Shares be redeemed unless all quarterly dividends shall have been 
declared and paid or set apart for payment in respect of each Series of Preferred Shares. 


Purchase Obligation 


Subject to provisions of the Bank Act, the Bank is obligated to use all reasonable efforts to purchase in 
the market in each calendar quarter 6,000 Series A Preferred Shares at prices not exceeding $25.00 per 
share plus costs of purchase. Commencing July 1, 1988, the Bank is obligated to use all reasonable efforts 
to purchase in the market in each calendar quarter 6,000 Series B Preferred Shares and commencing July 
1, 1995 to purchase in each calendar quarter 0.75% of the number of Series B Preferred Shares outstanding 
on June 30, 1995, all said purchases at prices not exceeding $25.00 per share plus costs of purchase. 


Series B Preferred Shares Retraction Privilege 


The holders of Series B Preferred Shares will have the right to require the Bank to redeem all or a part 
of their Series B Preferred Shares on June 1, 1995 at the price of $25.00 per share plus all accrued and 
unpaid dividends. The ability to exercise the retraction privilege is subject to specific restrictions under the 
Bank Act. 
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Rights on Liquidation 

In the event of the liquidation, dissolution, or winding-up of the Bank, the holders of the Preferred 
Shares shall be entitled to receive $25.00 per share together with all accrued and unpaid cumulative 
dividends thereon to the date of payment before any amount shall be paid or any assets of the Bank shall be 
distributed to the holders of any shares ranking junior to the Preferred Shares. Upon payment to the 
holders of the Preferred Shares of the amounts so payable to them, they shall not be entitled to share in any 
further distribution of the assets of the Bank. 


PRICE RANGE AND TRADING VOLUME OF COMMON SHARES: 


The Common Shares of the Bank are listed and traded on the Vancouver, Alberta, and Toronto stock 
exchanges. The following table sets forth the closing price range and volume of the Common Shares on The 
Toronto Stock Exchange for the periods indicated: 

Closing Price Range 


Period High Low Volume 
1982 Fourth quarter $19 $14%4 154,957 
1983 First quarter 20% 16% 128,660 
Second quarter 21% 18 651,778 
Third quarter 19 16 523,275 
Fourth quarter 16 13% 522,449 
1984 First quarter 161% 12% 496,765 
Second quarter 13% 9 436,145 
July 97% 8% 56,268 
August 83/4 T¥4 52,151 
September 10% 8 119,533 
October 10% 6% 315,845 
November 6% 6 300,687 
December 63/4 5Y4 632,975 
1985 January 1 to 3 6% 6% 20,982 


The reported closing sale price for the Common Shares on The Toronto Stock Exchange on January 3, 1985 
was $614. 
DIVIDEND RECORD 


The dividends paid on the Common Shares, the Series A Preferred Shares and the Series B Preferred 
Shares of the Bank in respect of the five years ended October 31, 1984 are shown in the following table: 


Years ended October 31 


1984 1983 1982 1981 1980 
Dividends paid"per! Common’ Share|(@)/=25.1.-...0+246 4 eee $0.36 $0.72 $0.72 $0.64 $0.56 
Dividends paid 
per series, A: Preferred Share'(2)s... a aeen sonar ee eee $2.28 $2.28 $2.28 $2.28 $1.243 
per Series:ByPreferred \Share(3).0c:0..005 saves dees etaaie aoe $2.22 $0.68 _ — a 


(1) After giving effect to the two for one subdivision on March 15, 1982. 
(2) Prior to June, 1981 these dividends were paid by BBC Mortgage Ltd. See Note 3 to the Consolidated Financial Statements. 
(3) The Series B Preferred Shares were issued on May 12, 1983 and the first dividend was paid on September 1, 1983. 
(4) The Bank paid regular quarterly dividends on the Series A and Series B Preferred Shares on December 15 and December 1 respectively. On 
January 2, 1985 the Bank declared the regular quarterly dividend on the Series B Preferred Shares payable on March 1, 1985. 
During its first two quarters of fiscal 1984, the Bank paid dividends on its Common Shares totalling 
$0.36 per Common Share in respect of operations during its fourth quarter of fiscal 1983 and its first 
quarter of fiscal 1984. Because of prevailing economic conditions, the Board of Directors of the Bank 
decided not to pay a dividend to holders of Common Shares in respect of operations during its second 
through fourth quarters of fiscal 1984. The Board has indicated its intention to review the payment of 
Common Share dividends on a quarterly basis. 
As described under “Regulatory Matters” one of the undertakings being discussed with the Inspector 
General of Banks is a requirement that the Bank not pay cash dividends on its Common Shares, without 
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prior consultation with and the consent of the Inspector General of Banks, until the deficit in the 
appropriations for contingencies account has been eliminated. The Bank is not precluded by the under- 
takings from paying stock dividends. As at November 30, 1984, after giving effect to the issue of the 19 
million Common Shares offered hereby, the Bank would have retained earnings of $6,666,000 and a deficit 
in appropriations for contingencies of $43,787,000. The annual dividend requirements for the Bank’s 
Preferred Shares amount to approximately $3,400,000. See “Eligibility for Investment”. 


DIRECTORS AND SENIOR OFFICERS 
Board of Directors 


Position or Office 


Name and Municipality of Residence Principal Occupation Held with the Bank 

BdgarFosbureh Kaiser Jr)... 2... 26.00 he. Chairman, President & ..... Chairman, President & 

Vancouver, B.C. Chief Executive Officer Chief Executive Officer 
of the Bank 

PANU OUTS ee) © nye (pa aed mics acca & o.erc cee Associate Counsel .......... Board Vice-President 

Vancouver, B.C. Ray, Connell, Lightbody, 


Reynolds & Heller 

(Barristers & Solicitors) 
Arthur Hoadley Mitchell... ..0........6 +105 Ol ate Whes c0el ch ReneS ears sw ee Board Vice-President 
Edmonton, Alberta Mitchell & 

Associates Ltd. 

(Oil & Gas Consultants) 


Russell James Bennetts. ..0..5 20.6 os oes PreSiGeitcc. <.- an. toes tee oe Director 
Kelowna, B.C. M.W. Stores Ltd. 

(Merchants) 
ATEN UI omneDlOCK 24 est. 6 ctetes a olactes bes Presidents... coe eee ee Director 
Vancouver, B.C. A.R. Holdings Ltd. 

(Investments) 
larva OOUNE a sock. Mok ccs se ets seo as Os Chairman & Chief. 2 2....2.... Director 
Calgary, Alberta Executive Officer 

Alberta & Southern 

Gas Co. Ltd., 


Alberta Natural Gas 
Company Ltd. 
(Natural Gas Distribution) 


(Thomas Allan Buell CD. cnc coe. ns aoe < aes (Garin iene eee ae ie ace as Oe Director 
Vancouver, B.C. President & Chief 

Executive Officer 

Weldwood of Canada Ltd. 

(Forest Products) 


Donald McGillivray Clark, Q.C. @)......... Senior Parmer vas. uric oh ox Director 
Vancouver, B.C. Clark, Wilson 
(Barristers & Solicitors) 
WATE wee Diol oleic, Eee Petter ne eee re crear an oe Executive Vice President.... Executive Vice President 
Vancouver, B.C. of the Bank 
Alfred William Eyerett'@) 5. ees. ae. (@harraariene t.0% oh cree Director 
Vancouver, B.C. Dominion Vancouver 


Motors Limited 
(Automobile Dealers) 


PN erst oat el alee tor beta eee meious a eeweeme, ace NGVAser GOmbNG@ as acne. ee ale Director 
Vancouver, B.C. Bank 
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Position or Office 


Name and Municipality of Residence Principal Occupation Held with the Bank 
Robert) Edward Kadlecs23 2h. sas oo cereeee President & Chief .......... Director 
West Vancouver, B.C. Executive Officer 


Inland Natural Gas Co. Ltd. 
(Natural Gas Distribution) 


JON CUuStancCesl< rls om cite ele terar Presidenitw.aces eer ee Director 
Vancouver, B.C. Lignum Ltd. 

(Forest Products) 
David see-C.nat le eee ire tee renee Chairman & President...... Director 
Vancouver, B.C. Canadian International 


Properties Ltd. 
(Real Estate) 


Beverley Kathleen Lecky.2 4.22. «-eine ese President wien. ote nee Director 
Vancouver, B.C. Hosmer Holdings Ltd. 

(Investments) 
John Wallace'Madill=eee 4.) eee Chief Executives... ns. oo Director 
Calgary, Alberta Officer 

Alberta Wheat Pool 
AdiansStuart, Olson se oa soe oe eee Presidente atc ae Director 
Edmonton, Alberta Stuart Olson Construction 

Ltd. 

(Construction) 
Bryan Joseph Reynolds (2)................. Partn eigen. sc Hari eante Director 
Vancouver, B.C. Lawrence & Shaw 

(Barristers & Solicitors) 
Peter Paul Saunders:2).] 2.3. oe eee Chairman & President..... Director 
Vancouver, B.C. Versatile Corporation 

(Equipment, 

Manufacturing 

Shipyard & Energy) 
John Lewisssenlossem re see. eee Presidentae ie eee ee Director 
Edmonton, Alberta Tri-Jay 

Investments Ltd. 

(Investments) 
James Bruce omit Ge) ee ee Presidents@er.n 47-4 ee ae Director 
Kelowna, B.C. Okanagan Holdings Ltd. 


(Real Estate) 


(1) Member of the Executive Committee. 
(2) Member of the Audit Committee. 
(3) Not standing for re-election at the Annual General Meeting on January 31, 1985. 


All the directors have been engaged for the past five years in their present principal occupations or in 
other capacities with the same corporations or firms except Mr. Edgar F. Kaiser, Jr. who prior to September, 
1984 was President of Kaiser Resources Ltd. and prior to October, 1980 was Chairman and Chief Executive 
Officer of a separate company then called Kaiser Resources Ltd. (now Westar Mining Ltd.); Mr. Arthur J. 
Block who prior to September, 1984 was President of Block Bros. Industries Ltd.; Mr. Arthur Fouks who 
prior to February, 1984 was a partner in the law firm of Bonner and Fouks; and Mr. Bryan J. Reynolds who 
prior to November, 1983 was a private investor and prior to June, 1980 was President and Chief Executive 
Officer of Bethlehem Copper Corporation. 
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Certain Senior Officers 


Name and Municipality of Residence Office Held 

Edgar Fosburgh Kaiser, Jr................. Chairman, President & 
Vancouver, B.C. Chief Executive Officer 
Wactor Dopsuvnrer eet ae ee Executive Vice-President 
Vancouver, B.C. 

GordonsRomald Wallace, s.4............... Executive Vice-President 
West Vancouver, B.C. 

Henigygd olin Bow 4a.care ohn ete oe Senior Vice-President 
North Vancouver, B.C. International Banking 
Helmut Cunt Hartmianin.: 2224.0... .....4 0 Senior Vice-President 
North Vancouver, B.C. Corporate Banking 

Arnold Ernest Miles-Pickup............... Senior Vice-President 

West Vancouver, B.C. Finance and Administration 
Einar Nathanael Myrholm................ Senior Vice-President & Manager 
Edmonton, Alberta Edmonton Main Branch 
JolmeMired Mnomiaszn.araeens wieceaeos a. Senior Vice-President 
North Vancouver, B.C. & Controller 

Peter tlartyastaitord 2820 ao. 0. eee eevee poe Vice-President, General Counsel & 
Vancouver, B.C. Secretary 

Michael Joseph Humyjan ..........7....... Assistant Vice-President 
North Vancouver, B.C. & Chief Accountant 


All of the above named officers of the Bank have been actively engaged for more than five years in the 
affairs of the Bank in various capacities except with respect to Mr. Edgar F. Kaiser, Jr. as disclosed above 
and except Mr. Helmut C. Hartmann who prior to November, 1982 held various vice-presidential positions 
with a major Canadian chartered bank; Mr. John A. Thomas who prior to September, 1980, was an 
Assistant Comptroller with a major Canadian chartered bank; and Mr. Peter H. Stafford who prior to 
November, 1984 was a partner with the law firm of Russell & DuMoulin. 


Indebtedness of Directors and Senior Officers 


The Bank Act empowers the Bank to make loans fully secured throughout the terms thereof on the 
ordinary residences of the borrowers and to lend money to each officer or employee, the maximum 
principal amount permitted being less than the individual’s annual salary or $25,000, whichever is 
greater, and such loans in either case are defined as routine indebtedness under the Bank Act regulations. 
All the indebtedness of the senior officers and the Directors of the Bank as at October 31, 1984 was routine 
indebtedness as so defined. 

As at October 31, 1984, the senior officers mentioned under “Directors and Senior Officers — Certain 
Senior Officers”, were indebted to the Bank in an aggregate amount of $782,099 representing different 
loans made to them by the Bank inclusive of loans fully secured on the ordinary residences of the borrowers 
and other loans, each of which is less than the borrower’s annual salary. 
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The following table sets forth details of the indebtedness owing to the Bank by six of the senior officers 
mentioned under “Directors and Senior Officers — Certain Senior Officers”, exclusive of loans fully 
secured on the ordinary residences of the borrowers and other loans in an amount of $25,000 or less: 


Largest Aggregate Amount 


Outstanding during the year Amount Outstanding 
Name and Address ended October 31, 1984 as at October 31, 1984 
Victor Dobb 
Vancouver, B.C:...2. }: toe ee eee $65,251 $31,533 
Gordon Ronald Wallace 
West. Vancouver, B:C:: ..... 22a ee eee eee 25,042 LG. 
Henry John Bow 
North: Vancouver, B-C. ... 2.0/5 Seger 2 eee ee 34,166 28,701 
Arnold Ernest Miles-Pickup 
West: Vancouver, B.C. ........ Saeaanreeesane © See 12,919 30,219 
Einar Nathanael Myrholm 
Edmonton,Albertary & 42.1.2) waiter Fee eee 46,346 40,262 
John Alfred Thomas 
North. Vancouver, B.C: ... teehee. eee eee 50,507 45,990 


These loans, which were made for personal purposes, bear interest at varying rates depending on the 
nature of the loan. Loans made for the purchase of Common Shares of the Bank bear interest at a 3% rate. 
Personal consumer loans bear interest at a rate equal to at least one-half of the Bank’s lowest consumer 
loan rate with one exception which bears interest at a rate of 6%. Loans made for personal investments, 
other than the purchase of Common Shares of the Bank, bear interest at a rate equal to the Bank’s prime 
lending rate. 


Remuneration of Directors and Officers 


The table below sets out the aggregate remuneration paid by the Bank and its wholly-owned sub- 
sidiaries during its fiscal year ended October 31, 1984 to the directors and certain officers of the Bank. 


Nature of Remuneration 


Cost of 
Aggregate Pension 
Remuneration (1) Benefits Other (2) 
PE irectors: (22) uc ss eincn ceases eater 8e oie ore ke ACE eee $ 172,344 $ — $ — 
25D SeNIOT: Ol COTS asaya. ome cre re ica er eet ie oo oie ne ee 704,177 24,500 31,963 
3. Officers receiving over $50,000 (92) 
(including the 5 senior officers mentioned above)..................-- 6,198,393 53,237 308,455 
TOPAD Gfitems land! siabove)l=nancciseer trite eee eee $6,370,737 $ 53,237 $308,455 


(1) Includes remuneration to certain former directors and officers of the Bank. 
(2) Includes taxable benefits. 


INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 


On November 22, 1984 Edgar F. Kaiser Jr., Peter Paul Saunders, A. William Everett, Bryan J. 
Reynolds and Arthur Fouks, all Directors of the Bank, purchased, directly or indirectly, 1,000,000, 200,000, 


40,000, 23,540 and 16,700 Common Shares respectively of the Bank. See “Private Offering of Common 
Shares”. 


The Bank has acquired a 40% interest in an aircraft owned by acompany controlled by Edgar F Kaiser, 
Jr., in order to permit its use by Bank personnel on Bank business. The cost to the Bank was $559,331 
which represented 40% of that company’s carrying value. The Bank will contribute to costs of operation of 
the aircraft on the basis of actual utilization by Bank personnel. 
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PRINCIPAL HOLDERS OF SECURITIES 


As at November 30, 1984 there were no persons who, to the knowledge of the Bank, owned of record or 
beneficially, directly or indirectly, more than 10% of any class of securities of the Bank. 


As at November 30, 1984, the directors and senior officers of the Bank, as a group owned of record or 
beneficially, directly or indirectly, less than 8% of the voting securities of the Bank. 


MATERIAL CONTRACTS 


Except for contracts entered into in the ordinary course of business, the only material contracts 
entered into by the Bank during the past two years are the following: 


1. The Merger Agreement referred to under “Merger with BBC Realty Investors”. 
2. The Asset Sale Agreement referred to under “Asset Sale”. 
3. The Agency Agreement referred to under “Agency Agreement”. 


Copies of these contracts except the Asset Sale Agreement may be inspected at the head office of the 
Bank and at the office of Canada Trust at 110 Yonge Street in Toronto, Ontario during the period of 
distribution of the Common Shares offered hereby and for a period of thirty days thereafter. 


LEGAL MATTERS 


An action was commenced by a partnership, Petrochem Electric, in the Supreme Court of Alberta in 
April, 1978, claiming up to $4.5 million in damages. The claim is based on alleged mismanagement of the 
partnership by agents of the Bank. In the opinion of Messrs. Field & Field, Alberta counsel for the Bank, 
the claim is unfounded as to the facts and law and the claim is unlikely to succeed in whole or in part. 


An action was commenced by Edith M. McCracken and Lawrence A. Elliott in the Supreme Court of 
British Columbia in July, 1984, claiming special damages of $8,785,410, interest thereon and other 
damages. The claim arises from the receivership of Farwest Cedar Fencing Ltd. and the plaintiffs allege 
unlawful acts on the part of the Bank, the receiver-manager, and the Federal Business Development Bank. 
Clark, Wilson, counsel for the Bank have advised that based upon the information presently available to 
them, the claim is unlikely to succeed, and that the damages claimed are excessive. 


An action was commenced in The Court of Queen’s Bench of Alberta in November, 1984 by William 
Steinberg, William Friedman and three companies associated with one or other of them. The defendants 
are the Bank and Ormskirk Investments Ltd. The plaintiffs seek judgment for $61 million, an order setting 
aside the Asset Sale Agreement between the Bank and Ormskirk Investments Ltd. referred to under 
“Current Position of the Bank — Asset Sale” and certain other relief. The action arises out of the sale by the 
Bank to Ormskirk of certain non-performing loans owed to the Bank by the plaintiffs allegedly in breach of 
certain agreements between the Bank and the plaintiffs to restructure the loans. Messrs. Fenerty, 
Robertson, Fraser and Hatch, Counsel to the Bank, have advised that, in their opinion, based on their 
review of certain of the Bank’s documents relating to the Plaintiffs dealings with the Bank and interviews 
with key Bank personnel involved in such dealings (a) it is highly unlikely that the Plaintiff's claim for an 
order setting aside the Asset Sale Agreement would be successful and (b) the balance of the Plaintiff's 
claim is of doubtful validity. 

The matters referred to under “Eligibility for Investment” will be passed upon for the Bank by Messrs. 
Russell & DuMoulin and for the Agents by Messrs. Lawson, Lundell, Lawson & McIntosh. 


As at November 30, 1984, the partners of Russell & DuMoulin owned directly or indirectly 2,100 
Common Shares of the Bank and the partners of Lawson, Lundell, Lawson & McIntosh owned directly or 
indirectly 2,878 Common Shares of the Bank. Peter Harry Stafford, Vice-President, General Counsel and 
Secretary of the Bank, is and will continue to be a partner of Russell & DuMoulin until January 31, 1985. 
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AUDITORS 


The Bank Act requires shareholders of the Bank to appoint at each annual general meeting two firms 
of qualified accountants to act as auditors of the Bank until the next annual general meeting at which time 
shareholders may reappoint the same firms for one further term of office; however, if, and when, the same 
two firms have served for two consecutive terms of office then one of such firms cannot be reappointed for at 
least two years next following the term during which such firm was last appointed. At the annual general 
meeting on January 10, 1984 the shareholders appointed Deloitte Haskins & Sells, 2000-1055 Dunsmuir 
Street, Vancouver, British Columbia and Peat, Marwick, Mitchell & Co., 2400-1055 West Georgia Street, 
Vancouver, British Columbia as auditors of the Bank. Prior to January 10, 1984, one of the two auditors of 
the Bank was Thorne Riddell, 2400-1177 West Hastings Street, Vancouver, British Columbia. Two of these 
three firms were auditors of and reported to the shareholders of the Bank on the consolidated financial 
statements of the Bank for each of the years in the five year period ended October 31, 1984. 


REGISTRAR AND TRANSFER AGENT 


The registrar for the Common Shares, the Series A Preferred Shares and the Series B Preferred Shares 
is Canada Trust which is also transfer agent for the Common Shares at its principal offices in Vancouver, 
Calgary, Regina and Toronto and for the Series B Preferred Shares at its principal offices in Vancouver, 
Calgary and Toronto. The transfer agent for the Series A Preferred Shares is the Montreal Trust Company 
at its principal offices in Vancouver, Edmonton and Toronto. 
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AUDITORS’ REPORT 
To the Directors of Bank of British Columbia 


We have examined the consolidated statement of assets and liabilities of Bank of British Columbia as 
at October 31, 1984 and October 31, 1983 and the consolidated statements of income, appropriations for 
contingencies, changes in shareholders’ equity and changes in financial position for each of the years in the 
five year period ended October 31, 1984. Our examinations were made in accordance with generally 
accepted auditing standards, and accordingly included such tests and other procedures as we considered 
necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the 
Bank as at October 31, 1984 and October 31, 1983 and the results of its operations and the changes in its 
financial position for each of the years in the five year period ended October 31, 1984 in accordance with 
prescribed accounting principles applied, after giving retroactive effect to the accounting and reporting 
changes required by the Bank Act of 1980, on a consistent basis. 


We have also examined the pro forma consolidated statement of assets and liabilities of the Bank as at 
October 31, 1984 and the pro forma consolidated statements of changes in shareholders’ equity and changes 
in financial position for the year then ended. In our opinion, these pro forma consolidated financial 
statements present fairly the financial position of the Bank as at October 31, 1984 and the changes in its 
financial position for the year then ended, after giving effect to the subsequent events with respect to the 
financial restructuring described in Note 1 to the consolidated financial statements. 


(Signed) Peat, Marwick, Mitchell & Co. (Signed) Deloitte Haskins & Sells (Signed) Thorne Riddell 


Chartered Accountants Chartered Accountants Chartered Accountants 
As to the years ended As to the years ended As to the years ended 
October 31, 1980, October 31, 1982, October 31, 1980, 1981, 
1981 and 1984 1983 and 1984 1982 and 1983 


Vancouver, Canada 
December 11, 1984, except as to Notes l(a), 19 and 20 
which are as of January 4, 1985 
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Bank of British Columbia 


Consolidated Statement of Assets and Liabilities 
As At October 31 


(in thousands of dollars) 


1984 
Assets 
Cash resources: 
Cashvand deposits: waunn Banko @anadarene i hee eke eee ee eet $ 57,400 
IDLevaoysrhs ae eno eleva oysballds| 4 on wean oconnsnessonnoomnot dP hobeddadiaseoodaenegsns 146,080 
Chequestand other items inp trast metas ect ke tet te terrasse tert tara eae a 
203,480 
Securities (Note 4): 
Issuedioreuaranteed by Canadaltacae cise item ie eee nae ee eae 138,277 
Issued or guaranteed by provinces and municipal or school corporations .......... 1,677 
OER EP SOCUPUETES 5 Sec oxaconcanve plaueesisn, cies andtteretoea ce ui rchat occa tote ele ketene ser aa eee nea eee 99,377 
239 doll 
Loans (Note 5): 
Day, call and short loans to investment dealers and brokers, secured............. a 
Loans to banks 9. hs. eet s che ne  ges entre Ses DOP Scene eee ee eee eae 64,641 
Mortgage loans: enacts. docte etnies si aiearnstasvouksta semen yale Le tee ae et PACT 
Other loans. (INOteG) Mencia Aetecasecenaccurjoroseoens seetane rake ess cueea-cncrerereuc herent eee ge eae eee eee 2,153,496 
2,490,114 
Other: 
Customers? lvability mmder acceptances’ (Note 7) J.te ase. aaa eee ee 35,000 
Land; buildingstand equipment (Note: 8) cement ier ieee ee eae 31,862 
Other-assets (NGte: Oh, Wes core uasthcec hee sacc wees ar ots rahe ae ee retin 2 cre ee te 67,562 
134,424 
$3,067,349 
Liabilities 
Deposits (Note 11): 
Payableyon demand a8 cack ae ees ahr sergeants ee Cee Oe eae $ 138,360 
Payablevatter notice... con. sare avicanstvascaceotaracie net. il gn HeC Re CRT ee ae ee 785,837 
Payablevomcatixed datewe snes. cee ote hike ots ro ee Acie 0 een eee 1,968,192 
2,892,389 
Other: 
(Cloveropuretspenavel @yalaveve sheroavsy Tim tava MAG ooo ncapcoodopouenscdnnoesunoureseanauon 7,666 
meceptancess(NOte yd) wwarqausocetucrnans ela ocmanen ors (81 oes tee eee ee 35,000 
Otherhabiities: (Noter dD)! Fie. scene atatin ers. cee eso ee te eee 44,183 
86,849 


Subordinated debt: 
Bankidebentures(INotEt18)) Seo. ta. cso ots eterna ee ee Oe eae 13,348 


Capital and reserves: 


LN OVO) ABUL NSE CE (ONTO INOKES Soonaoncdadoaanpoosnoeanducancnsokionaccvanoue (43,787) 
Shareholders’ equity: 
Capital stock (Notes 1 and 14): 
$2.28 cumulative redeemable preferred shares, Series A .................... 17,670 
$2.22 cumulative redeemable preferred shares, Series B..................--- 20,000 
Commionishares:.h oc. awe eicenece ee ee ee ee re UPD 
(Clayaineovunarerol eqeiy oho) INGEIED) win anagomnonecoocncenpocannoueodsvoadsvesaavonc — 
Retained: Gariinips wie. ete epsab eens eons eh Reece ee ee ee 8,655 
74,763 
$3,067,349 


See notes to consolidated financial statements. 
Approved by the Directors: 


(Signed) Edgar F. Kaiser, Jr. (Signed) R. E. Kadlec 
Chairman, President and Director 
Chief Executive Officer 
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Pro Forma 


1984 


$ 56,788 
146,094 


202,882 


138,277 
Isr 
97,137 


237,091 


72,000 
64,641 
334,499 
2,152,454 


2,623,594 


35,000 
31,862 
110,438 


177,300 
$3,240,867 


$ 137,811 
785,837 
2,052,728 


2,976,376 


8,127 
35,000 
46,623 


89,750 
13,348 


(43,787) 


17,670 
20,000 
158,899 
8,611 
161,393 
$3,240,867 


1983 


$ 56,620 
176,113 
38,266 


270,999 


112,489 
993 


128,735 
242,217 


10,000 
51,106 
225,017 
2,094,358 


2,380,481 


74,600 
32,007 
57,467 


164,074 


$3,057,771 


$ 140,016 
944,794 
1,713,838 


2,798,648 


74,600 
29,654 


104,254 
19,367 


3,702 


18,348 
20,000 
25,848 
46,633 
20,971 


135,502 
$3,057,771 


(Signed) T. A. Buell 


Director 


Bank of British Columbia 


Consolidated Statement of Income 


For The Years Ended October 31 


(in thousands of dollars, except per share amounts) 


1984 1983 1982 1981 1980 

Interest and dividend income: 

UNG ana sae mnne we vere ak Pet nhs ae TT Ne, POR May IE. RT RR ares $301,209 $304,138 $416,988 $372,812 $240,012 

leas extinvan cine metry: PA ae an cyt ee aera oe ea es 5,624 6,802 3,963 1,769 208 

DE CUINILIOS pe eree MRA ee ee fede tan, Mca snp de «SPs a ei le ae eee 18,800 25,399 34,446 30,356 20,891 

Depositenvinnibamlca same ances mater aie es eee cee 11859 15,327 32,355 31,635 19,863 

Motallimterest and idividend!imcome™j......++-...++4:.00. sees: 337,492 351,666 487,752 436,572 280,974 
Interest expense: 

I BYSTOVGSSITS oi cote tn creed Pe Neptgeay (leit Ce reel Eee Cee eee oe eee 2AM 245,951 400,609 350,524 216,999 

Banikad eoentlnestaterac ewe che ene voeaet nin wee ces ciss sateen tee 1,482 1,885 1,887 1,888 1,894 

abilities ouhenwthanrdleposius sje veces a. 6ddaseeias seen 25 14 35 23 10 

otallintenrestexpenseanmy acs remnant rise ciaeis saan acres 256,264 247,850 402,531 352,435 218,903 
INGtaintlerestiincomenser ee apne aren cree ete mre ey ae ta 81,228 103,816 85,221 84,137 62,071 
ENOvisionmorloanmlosses: eae anmrn enim oenion i.e sone ee 37,881 22,703 15,347 9,515 1,225 

Net interest income after loan loss 

OROVASIOM Mee. mele tes caer Nee Oe dah ee ne ee incr aioe Sane 43,347 Sie 69,874 74,622 54,846 

OChreraim Con cama men ne mye tern IWS nest teen e yen en ch cas on een AO 15,813 16,626 1/123 13,251 

INGirimbenestrandvotnernincomer cannes seers ies nee ssnen. eainion 61,117 96,926 86,500 91,745 68,097 
Non-interest expenses: 

SHUTS a us-nices tna 0 aan See Ira ar oe cm cr Ree ee 47,591 50,515 47,696 39,285 32,260 

Pension contributions and other staff benefits .................. DT(PAS 3,648 3,688 3,179 2,607 

Premises and equipment expenses, including depreciation ....... 14,453 13,091 11,441 10,157 7,629 

Wtheiexpens Ccmeemeevatrs ae soratcadnent chet tne haa cert aan aes es 16,564 16,946 19,641 16,166 14,749 

ovalimon=intenrestvexpensesianian aun e ca cekmiaaci: ste arenes tte 81,334 84,200 82,466 68,787 57,245 
Net income (loss) before provision for income taxes ............... (20,217) 12,726 4,034 22,958 10,852 
Provision (credit) for income taxes (Note 15) ...................5.. (13,227) 600 (7,700) 5,632 1,524 
IN Eipia COMEN OSS) mmee emer er Tarra tact eieiers ieee ceteris euctsnaue cus oes $ (6,990) $ 12,126 $ 11,734 $ 17,326 $ 9,328 
Average number of common shares outstanding (Note 16) ......... 5,169,526 4,358,567 3,983,692 3,471,072 3,063,326 
Net income (loss) per common share (Note 16) ..............00000 $(2.01) $2.20 $2.51 $4.48 $2.65 


See notes to consolidated financial statements. 
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Bank of British Columbia 


Consolidated Statement of Appropriations for Contingencies 
For The Years Ended October 31 


(in thousands of dollars) 


1984 1983 1982 1981 1980 
Balance at beginning of year: 
TPax-allowable:: cv fic Sere tects os ee re nn etree $(13,400) $ 4,675 $17,330 $13,635 $12,236 
Pax: paid: jae 4.7 clr, el inenskalis sr center ae. cheater CB Stara Aes 17,102 10,649 4,640 154 = 
3,702 15,324 21,970 13,789 12,236 
Changes during year (Note 1): 
Provision for loan losses included in the 
Consolidated Statement on Income mee eee re eerie crete 37,881 22,703 15,347 9,515 Wg22o 
Lossiexperienceion loansarn eer ache ete tet iears (85,370) (51,325) (27,993) (9,038) (6,692) 
iranster tromeretainedkealmingsmeern eer reer ea ren te = 17,000 6,000 7,704 1,020 
_ (47,489) (11,622) (6,646) 8,181 iL aay) 
Balance at end of year: 
Maxcallowableteiy. asc us seer ae ee ee eee ere (60,466) (13,400) 4,675 17,330 13,635 
Tax-paid! Ay Mere chacsro cs ro. waited Nah ates Ce Reo ee ree 16,679 17,102 10,649 4,640 154 


$(43,787) $ 3,702 $15,324 $21,970 $13,789 


See notes to consolidated financial statements. 
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Bank of British Columbia 


Consolidated Statement of Changes in Shareholders’ Equity 


For The Years Ended October 31 


(in thousands of dollars) 


Pro Forma 
1984 1984 1983 1982 1981 1980 
Capital stock (Notes 1 and 14): 
Balance at beginning of year: 
PreternedishanessOenleswAn sanana |e mee omni nce $ 18,348 $ 18,348 $ 18,928 $19,183 $19,868 $ — 
Preferred shares, Series B............-..00+-00- 20,000 20,000 — —_ = = 
Commionishanes meee eee cet reece 25,848 25,848 20,848 17,869 15,316 15,316 
64,196 64,196 BOG 37,052 35,184 15,316 
Changes during year: 
Issued — preferred shares, Series A............. = = — — = 20,000 
— preferred shares, Series B............. — _ 20,000 _ — — 
= COMMONS MALESH Namen tae sn ae — 86,674 5,000 2,979 2,903 a 
Transfer from contributed surplus — common 
SALOME wa AR Re een BEE I oe eet ee tte 2 NPR ey Arcs 46,377 46,377 — = — —_— 
Purchased for cancellation — preferred 
Sineieas GiisIOWA, alata nudes aes aeaeto dew awe a cece (678) (678) (580) (255) (685) (132) 
45,699 132,373 24,420 Doe: 1,868 19,868 
Balance at end of year: 
Preterred'sharesy series Av 25-4 sch aucenencsn os 17,670 17,670 18,348 18,928 19,183 19,868 
Preferred shanesywentes Bm... 70. ees nese se 20,000 20,000 20,000 _ — — 
@ommongsharccae ts aetna ee iat ee eee W2225 158,899 25,848 20,848 17,869 15,316 
$109,895 $196,569 $ 64,196 $39,776 $37,052 $35,184 
Contributed surplus (Note 14): 
Balanceatibesinnimg of year. o...-2.88s sae 4.00 +: $ 46,633 $ 46,633 $ 34,564 $25,235 $19,401 $19,401 
Proceeds received in excess of the 
par value of common shares issued ............. — — 12,000 9,232 5,744 _ 
Gain on preferred shares 
purchasedttoricancellation™. 1.5.2.5 eens ota ee — — 69 97 90 - 
ihransteritorcapitalestockeer.: oat aermareeec een cre (46,377) (46,377) — — — — 
Transfer to retained earnings .................... (256) (256) = — —_ _ 
Balancevatendiofweareenss««henecdensseeseeaas se $  — $0 — $ 46,633 $34,564 $25,235 $19,401 
Retained earnings: 
Balancevat becanmimevOtyeatr a amenities tc $ 20,971 $ 20,971 $ 26,555 $25,599 $18,416 $12,701 
INE iBone. OSS) - & o gawd asap eons Ruan noeaeaaeae (6,990) (6,990) 12,126 11,734 17,326 9,328 
Dividends — preferred shares, Series A ........... (2,052) (2,052) (1,702) (1,744) (1,784) (995) 
— preferred shares, Series B ........... (2,220) (2,220) (541) — = = 
= ACOMMMONISMATES waniasame asec acr ce (1,861) (1,861) (3,182) (2,895) (2,240) (1,715) 
Unrealized exchange gain on investments in 
foreign subsidiaries, net of income taxes ........ 285 285 — — = — 
Transfer from contributed surplus ................ 256 256 — — — — 
Income taxes related to loss 
EXPEnieNncerOMmsUbSlalanless anja sci eise or Mee eines 214 214 414 — — — 
Gain on preferred shares 
purchasedstomeancellavionema eee sree: 54 54 — _ _ _— 
Expenses related to issues of preferred 
and common shares, net of income taxes ........ (2) (46) (698) (139) (132) (342) 
Transfer to appropriations for 
COMMNRMCIES go ocnncdosaheeonovaaod a oonnoapee -- — (17,000) (6,000) (7,704) (1,020) 
Income taxes related to the above transfer ........ — 4,999 — 2,450 527 
Income taxes related to gains and 
losses on disposal of securities .................. — -- — — (733) (68) 
Balanceratyendloimyear man nacsen eee er rier ere ert $ 8,655 $ 68,611 $ 20,971 $26,555 $25,599 $18,416 


See notes to consolidated financial statements. 
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Bank of British Columbia 


Consolidated Statement of Changes in Financial Position 
For The Years Ended October 31 
(in thousands of dollars) 


Pro Forma 
1984 1984 1983 1982 1981 1980 
Funds Derived From: 
Operations: 
Nebanconme (LOSS) a.1.0 meet te ee iar een a eer $ (6,990) $ (6,990) $ 12,126 $ 11,734 $ 17,326 $ 9,328 
Items included in net income (loss) not requiring 
the use of funds: 
Provisioniton|oany|Osses melee ener ete 37,881 37,881 22,703 15,347 9,515 e225 
Depreciation een eee tt eer kr toes meee re 3,771 BTA 2,726 ORGS) 1,671 987 
AmOortizablonuo: Ouner assets pmuunen eee 400 400 481 234 231 85 
Deterred incometaxes! emer errr (16,073) (16,073) (444) (8,472) 5,453 1,290 
Total fromuoperatiOnsus nem eeyer eT eer ee es eet 18,989 18,989 O92 21,018 34,196 18,915 
Other items: 
Decrease in: 
Cash and deposits with Bank of Canada......... — — — —_ 24,115 — 
DEpositsnwithrother bat kcal ae een cee 30,033 30,019 58,584 — — — 
Cheques and other items in transit, net ......... 45,932 46,393 = Nis Sol — 67,404 
Securities aa cee ee ee eee ee 2,886 5,126 39,628 200 — — 
ILTOPEHNS A AVENE, "ole 4 MORN Behe cer iol a. Rib 5 ere cin 5 fun F onghee Beetonc — = 204,532 — _ — 
Medse imate: tar..cs ea arena pee cater 370 370 — — _ — 
Other assetsweey ccc. See tee eer eces ae 5,578 = = — = — 
Increase in: 
Pe pO SiS ie eae ered rescence re nore eee ecmenche 93,741 177,728 — 301,093 Bye 71 286,530 
Otheriabilitiespenpsscee seer here eer eee 14,529 16,969 = — 28,154 10,407 
Gapitaltstockslssucsum ey wae teers tere ees ae — 86,674 37,000 zeal! 8,297 20,000 
Tax credit related to appropriations ............... — — 4,999 — 2,450 527 
Tax credit related to loss experience of 
SUbSIGIA TICS Pete Re east Pe cc ee 214 214 414 — — — 
Unrealized exchange gain on investments in foreign 
subsidiaries, net of income taxes................ 285 285 — — — — 
PPO tales etre eee ORE PI oF eet OE $212,557 $382,767 $382,749 $351,834 $689,404 $403,783 


Funds Applied To: 
IOVS ESQoEVCINCS Oi OBING: 6 o oncagdoavsvocuamoanenouat $ 85,370 $ 85,370 $ 51,325 ® 27,9938 $ 9,038 $ 6,692 
Other items: 

Increase in: 


Cash and deposits with Bank of Canada......... 780 168 14,386 4,552 — 33,896 
Depositsiwirhyother bankcma-jar amen e cane — — — 35,258 5,938 42,842 
Cheques and other items in transit, net ......... = = Aleolo — 5,027 _ 

SOCULILLES RAI coe Leet ate alas a) er ee Oe = = — — 48,887 29,931 
[5G aS Han Ota es er separa eee tans ace eae ee Lee 110,003 243,483 — 2202 577,654 274,522 
Beasesfinancincaswer seat erect orn crash ce = = TE 26,901 11,687 5,438 
Land, buildings and equipment ................. 3,626 3,626 5,945 7,400 9,011 5,092 
Otherassetsaey ae ioe ees a og eee ce eee a 37,298 4,953 3,968 16,660 2,098 

Decrease in: 

Deposits: Oe mere ere econ eet ee ene = = 234,644 — — — 
Other abilities @aermmris cert tee aes eas —— = 23,204 19,100 — _ 
Dividends mae eer eee cee ert eee 6,133 6,133 5,425 4,639 4,024 2,710 
Retirement of Bank debentures .................:. 6,019 6,019 inl 24 18 20 
Redemption of preferred shares ................... 624 624 511 158 595 132 
Share issue expenses, net of income taxes ......... 2 46 698 139 132 342 

Income taxes related to gains and losses on 
Glinsfororstedl GM RyeCTOUAROIER! « nonnaenaacoacaenoccuncent == = — 133 68 


HG el MBP rc tac mee meek ct SRR RAEN Cann eatene oe ERTS $212,557 $382,767 $382,749 $351,834 $689,404 $403,783 


See notes to consolidated financial statements. 
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Bank of British Columbia 


Notes to Consolidated Financial Statements 


1. Financial restructuring: 


On October 29, 1984, the Board of Directors of the Bank approved a series of transactions which resulted in a financial restructuring of 
the Bank. One of these transactions, the Asset Sale, was completed on October 31, 1984 and, accordingly, the effect has been included in the 
Consolidated Financial Statements of the Bank as at October 31, 1984 and for the year then ended. The remaining transactions, more fully 
described below, were not completed until after October 31, 1984. However, since these transactions were an integral part of the 
restructuring and in order to provide a fair presentation of the complete restructuring package, pro forma consolidated financial 
statements have been presented which give effect to these transactions as if they had been completed on October 31, 1984. 


Asset Sale: 


On October 31, 1984, the Bank completed an arms-length agreement (the “Asset Sale”) for the sale by the Bank of a portion of its loan 
portfolio and other assets to Ormskirk Investments Ltd. (“Ormskirk”). The assets sold were recorded in the accounts of the Bank as at 
October 30, 1984 at $107,979,000, net of specific provisions for losses, and generally consisted of non-performing and other problem loans 
secured by real estate. The sale price of these assets was $62,218,000. The loss on the sale of $45,761,000 was charged to appropriations for 
contingencies as part of loan loss experience for 1984. This incremental loan loss experience resulted in an increase of $9,400,000 in the 
Bank’s provision for loan losses charged to income in 1984. 


As part of this transaction, the Bank provided financing to Ormskirk in the amount of $52,500,000 on the security of a debenture charging 
the assets sold by the Bank to Ormskirk. The Bank has also advanced (U.S.) $10,000,000 to affiliates of Ormskirk on the security of a first 
mortgage on certain properties in Los Angeles, California and applied $9,700,000 of the proceeds of this loan to Ormskirk’s requirements 
for financing the Asset Sale. In addition, the Bank may be required to lend Ormskirk an amount up to $5,000,000 on or before October 31, 
1985 for interest accrued and unpaid on the Asset Sale financing. This amount would be secured by the debenture and a guarantee of 
Alsten Holdings Ltd., the parent company of Ormskirk. Furthermore, in the event that particular mortgages in the aggregate principal 
amount of approximately $20,600,000, on properties sold to Ormskirk, which rank prior to the Bank’s debenture, are not renewed by 
existing lenders, the Bank may be required to lend Ormskirk an amount equal to the outstanding balance of such mortgages on the Bank’s 
usual terms and conditions. 


The Bank has, until at least June 1986, a right to acquire an equity interest of up to 35% in Ormskirk so as to allow the Bank to participate 
in any increase in the value of the assets being sold. 


Subsequent Events Included in Pro Forma Consolidated Financial Statements As If They Had Been Completed On 
October 31, 1984: 


(a) On November 21, 1984, by special resolution of the common shareholders, the authorized common share capital of the Bank was 
changed to consist of an unlimited number of common shares without nominal or par value, issuable for an aggregate consideration 
not exceeding $500,000,000. The Bank requested the approval of the Minister of Finance for the increase in the authorized common 
share capital from $250,000,000 to $500,000,000, which approval was received on December 20, 1984. 


(b) On November 22, 1984, the Bank completed the issue by private placement (the “Private Offering”) to individual and institutional 
investors of 12,000,000 common shares at a price of $6.00 per share for aggregate gross proceeds of $72,000,000. Expenses of issue 
were $44,000, net of income taxes of $44,000. 


(c) On November 22, 1984 and pursuant to an agreement (the “Merger Agreement”) with the Trustees on behalf of BBC Realty Investors 
(the “Trust”) dated October 29, 1984 (as amended on November 22, 1984), the Bank subscribed for 2,445,713 Trust units for 
$15,286,000 and the Bank issued 2,445,713 common shares to the Trust for $14,674,000. Unitholders of the Trust other than the Bank 
had their Trust units reclassified as Class A Trust Units which were redeemed on the basis of one common share of the Bank plus $0.25 
for each Trust unit. As a result of these steps, the Bank holds all of the outstanding units of the Trust and intends to proceed with a 
winding-up of the Trust and the distribution of its assets to the Bank. 


The net assets of the Trust acquired by the Bank pursuant to the Merger Agreement were as follows: 


Assets acquired, at fair value: 


C@ashwresourcesitasrn ricki sere eon ae $ 14,000 
TsO ATS eee er an Seis TA 5 orate ae itatctcbcla tt ekenenees cose 61,480,000 
(OhdNe stake See NE SE ERTS Tee LE not Ae cta uA Shree 42,832,000 
104,326,000 
Liabilities assumed: 
ING DOSILSmeatant Cr itt ato sige anon eee tee pee (83,987,000) 
(OlANGic iran ceataminttn Madina aca wren ee bra. a (2,413,000) 
INetrassens acquined) yeeros isge wea abe austatuetatenstn $ 17,926,000 
Consideration: 
Carrying value of investments previously held... $ 2,240,000 
Cost of units acquired in connection with 
fhe Menger A cneementarer rane eit iter iit: 15,286,000 
[Beg GSan eran em outc Son yetu oS hatsmopada sb GL 400,000 


$ 17,926,000 


As a consequence of the strengthening of the Bank through the financial restructuring and following consultation with the Inspector 
General of Banks, commencing in 1985 the rules for the determination of the provision for future loan losses, to be charged to income and 
credited to appropriations for contingencies, will be applied using a ratio of loan losses to eligible loans similar to the ratio experienced by 
the Bank in the years prior to 1982. This will be accomplished by replacing the actual loan loss experience for the years 1982 through 1984 
in the five year average provision formula with amounts representing normalized loan losses of 0.40% of eligible loans. The Bank also 
intends to restore its appropriations for contingencies in ensuing years. Furthermore, certain undertakings have been discussed with the 
Inspector General of Banks; these include a requirement not to pay cash dividends on the common shares, without prior consultation with 
and the consent of the Inspector General of Banks, until the deficit in appropriations for contingencies has been eliminated. 


37 


2. Prescribed accounting policies: 


The Bank Act and the rules and regulations issued thereunder by the Minister of Finance prescribe the form and content of the Bank’s 


financial statements, as well as most of the accounting policies. The prescribed accounting policies followed by the Bank in determining 
net income conform in all material respects with generally accepted accounting principles except for the accounting for losses on loans and 
the deferral of gains and losses on the disposal of fixed maturity debt securities held in the investment account, as required by the above 
mentioned rules and regulations. 


Asa result of the passing into law of the Bank Act of 1980, the Bank’s annual financial statements for each of the years in the two year 


period ended October 31, 1981 (which previously had been prepared under the Bank Act of 1967) have been restated. The significant 
accounting and reporting changes introduced by the Bank Act of 1980 and their effect on previously reported balances are summarized in 
Note 3. 


(c) 


(e) 


(g) 


(h) 


The significant prescribed accounting policies followed by the Bank are summarized below: 


Basis of consolidation: 


The assets and liabilities and results of operations of the Bank and its subsidiaries are reported in the financial statements on a 
consolidated basis. The subsidiaries are as follows: 


Canadian: Bank of British Columbia Mortgage Corporation 
BBC Investments Ltd. 
BBC Realty Ltd. 
WestBank Leasing Limited 


Foreign: Bank of British Columbia (International) Limited 
British Columbia Financial Corp. (H.K.) Limited 


Other corporations in which the Bank owns 20% to 50% of the voting shares are accounted for by the equity accounting method. The 
Bank’s investments in these corporations are reported in Other Securities in the Consolidated Statement of Assets and Liabilities, 
and the share of their net income is reported in Income from Securities in the Consolidated Statement of Income. 


Securities: 


Securities held for trading purposes are carried at market value. Realized gains and losses and unrealized valuation adjustments to 
market are recorded in current income. 


Securities held for investment purposes are carried at cost, with the exception of those securities issued or guaranteed by the 
Government of Canada or the provinces which are carried at cost, adjusted for amortization of premiums and discounts. Any provision 
for permanent impairment in value of investment securities is recognized through a charge to current income. 


Gains and losses resulting from disposals of fixed maturity debt securities held in the investment account, other than treasury bills, 
are deferred and amortized to income over five years on the straight-line basis. Gains and losses resulting from disposals of other 
securities, including treasury bills, held in the investment account are recorded in current income. 


The income effects of the amortization of premiums and discounts, the gains and losses on the disposal of securities and the 


adjustments to the valuations of both investment and trading account securities are recorded in Income from Securities in the 
Consolidated Statement of Income. 


Loans: 
Loans are recorded at the principal amount less unearned income, where applicable, and specific and general provisions for losses. 


Interest income is recorded on the accrual basis until such time as a loan is classified as non-accrual. Loans are placed on a 
non-accrual basis whenever there is, in the opinion of management, doubt as to the collectibility of some portion of principal or 
interest or when interest on a loan is due and has not been collected for a period of 90 days, unless senior credit management 
determines there is no reasonable doubt as to the ultimate collectibility of principal and interest. The amount of this overdue interest 
is charged against current year’s income. Interest income on non-accrual loans is recorded on a cash basis. 


Direct finance leases: 


Direct finance leases are included in Other Loans in the Consolidated Statement of Assets and Liabilities. The gross lease receivable 
and the unearned lease income are recorded at the time a lease transaction is executed. The unearned lease income is taken into 
income over the lease term in amounts directly related to the balance of the net investment in the lease. 


Loan losses: 


A provision for loan losses is charged to income and credited to appropriations for contingencies annually. The amount of this 
provision is determined by calculating the ratio of the last five years of actual loan loss experience to the last five years of eligible 
loans and applying this ratio to the outstanding eligible loans at the end of the current year (Note (1)). Actual loan loss experience for 


the year, which consists of net changes in provisions for losses less recoveries on loans previously written off, is charged directly to 
appropriations for contingencies. 


Appropriations for contingencies: 


Appropriations for contingencies consist of two elements — tax-allowable and tax-paid. The tax-allowable portion consists of 
provisions for loan losses charged to income plus discretionary transfers from retained earnings less the unconsolidated Bank actual 
loan loss experience. Transfers to tax-allowable appropriations for contingencies including transfers from retained earnings, are 
made on a tax-deductible basis. The limit on the tax-allowable appropriations is known as Prescribed Aggregate Reserve, and is 
calculated by applying a percentage, determined by regulation, to eligible assets net of specific and general provisions relating to such 
assets (1%2% of the first $2 billion and 1% of the excess thereof). 


The tax-paid portion of appropriations for contingencies reflects the net of actual loan loss experience and provisions for loan losses as 
they relate to subsidiaries, and discretionary transfers to or from retained earnings on which taxes have been provided. 


Depreciation: 


Depreciation is provided for on the straight-line basis over the estimated useful life of the asset. Gains and losses on disposal of fixed 
assets are reported in the Consolidated Statement of Income. 


Translation of foreign currencies: 


Assets and liabilities in foreign currencies are translated into Canadian dollars at the prevailing year-end rates; revenues and 
expenses are translated at prevailing month-end rates. Realized and unrealized gains and losses from transactions in and trans- 
lations of foreign currencies are reported in Other Income in the Consolidated Statement of Income, except for unrealized gains and 
losses on investments in foreign subsidiaries which are credited or charged to retained earnings net of income taxes. 
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3.Effect on financial statements of revisions to the Bank Act: 


The Bank Act of 1980 and the rules and regulations issued thereunder by the Minister of Finance substantially revised many of the 
financial accounting and reporting practices applicable to the chartered banks of Canada, effective November 1, 1981. These revisions and 
their effect on the Bank’s financial statements for each of the years in the two year period ended October 31, 1981 are summarized below: 


(a) Basis for consolidation: 


All corporations controlled by the Bank are now consolidated whereas previously the Bank’s investments in such corporations were 
accounted for by the cost method. The Bank’s share of the net income of other corporations in which 20% to 50% of the voting shares are 
owned by the Bank is included in the Bank’s net income whereas previously only dividends received from such corporations were 
included in net income. 


(b) Securities: 


Securities held for trading purposes previously carried at the lower of cost or market value are now carried at market value. Securities 
issued or guaranteed by Canada or the provinces continue to be carried at cost, adjusted for the amortization of premiums and 
discounts. Other securities are now carried at cost rather than the lower of cost or market. Gains and losses on disposal of both trading 
and investment securities are, except for amounts deferred, reported in current income. Previously, gains and losses on investment 
securities were recorded in accumulated appropriations for losses. 


(c) Appropriations: 


The accumulated appropriations for losses have been eliminated and, depending on their nature, items previously included in this 
account are included in income, appropriations for contingencies, retained earnings, other assets or other liabilities. 


(d) Capital and reserves: 


The previous shareholders’ equity section has been restructured with the rest account and undivided profits being replaced by 
contributed surplus and retained earnings. Proceeds received in excess of the par value of common shares issued are included in 
contributed surplus. Dividends declared are shown as a charge to retained earnings. 


(e) Letters of credit and guarantees: 


The contingent lability of the Bank in respect of letters of credit and guarantees is no longer shown in the Statement of Assets and 
Liabilities as a liability offset by an equal asset. 


BBC Mortgage Ltd., a former controlled corporation of the Bank, and since put into liquidation after the purchase of its assets net of 
habilities by Bank of British Columbia Mortgage Corporation, issued $20,000,000 of $2.28 cumulative redeemable preference shares in 
February 1980. Under the terms of the issue the Bank agreed, subject to appropriate revisions to the Bank Act, to effect an exchange of all 
outstanding preference shares of BBC Mortgage Ltd. for the same number of its own preferred shares. This exchange was effected in June 
1981. To facilitate proper comparison, the preference shares of BBC Mortgage Ltd. have been accounted for as if they had been issued by the 
Bank and the dividends paid thereon accounted for as dividends of the Bank. 


As a result of the aforementioned changes, previously reported balances have been restated in these financial statements as follows: 


4) In the Consolidated Statement of Income for the years ended October 31, the net income was increased by $2,646,000 in 1981 and 
$1,677,000 in 1980. Net income per common share, after giving retroactive effect to the two for one stock split discussed in Note 16, was 
increased by $0.44 in 1981 and $0.15 in 1980. 


(1) Total capital and reserves as at October 31 in the Consolidated Statement of Changes in Shareholders’ Equity and the Consolidated 
Statement of Appropriations for Contingencies were increased by $7,218,000 in 1981 and $20,403,000 in 1980. 


In the consolidated financial statements included in the Bank’s 1982 annual report was an amount described as General Reserve. This 
amount has been included in Retained Earnings as at October 31 in these consolidated financial statements and amounted to $1,254,000 
in 1982 and 1981 and $568,000 in 1980. 


4. Securities: 


(in thousands of dollars) 


Maturities 
Ne Total 
Within lto3 3 to 5 5 to 10 Over 10 — Specific wig 
1 Year Years Years Years Years Maturity 1984 1983 
Investment Account Securities: 
Securities issued or 
guaranteed by: 
(Cana Cale ene eee ere rn oere eon ad cyeccnts $118,854 $7,470 $1,243 $ 3438 $7,090 $ — $138,095 $100,459 
TESCO MUAKMTENS) « <c, Spec art Macnaier eNO Pe onc th esos Mer Ora — = 808 100 695 — 1,603 496 
Other securities: 
Debt securities: 
Incomendebenttmes:. ssc. bewn tec Ay 1,596 279 — = — 3,022 Seoul 
Small business development bonds... . = 27,591 = — — — 27,091 34,893 
Other |Camadiammssuens).. 0s. 0 0a — 3,000 — — — — 3,000 18,000 
Issuers other than Canadian ......... 198 = 62 — — = 260 318 
Equity securities: 
Mermpreferredishares =) seas. 2 2c 5,078 14,006 12,561 23,634 2,800 — 58,079 62,945 
Other Canadian issuers. eres. 66 132 132 1,292 2,934 2,869 e425) 9,262 
Total investment account securities....... $125,343 $53,795 $15,085 $28,464 $13,519 $ 2,869 239,075 229,690 
Trading Account Securities: 
Securities issued or guaranteed by: 
CAAA ne ertret ee eh eee eae 182 12,030 
IPCONMES 4 5 nana Sans od ooo ce aac ee 74 497 
Total trading account securities .......... 256 IS Ath 
(otal SeeUiMNGS: 5 oosacd on ateevestasenues $239,331 $242,217 
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5. Loans: 
(in thousands of dollars) 


The Bank has two categories of non-performing loans: non-accrual loans (Note 2(c)) and renegotiated reduced rate loans which are 
loans where the terms have been modified to provide for a reduction in the interest rate due to the weakened financial condition of the 
borrower. 


1984 1983 
Inter- Inter- 
Domestic national Total Domestic national Total 
Current loans: 
Daya.calltand shorts cance eerie aieniat a — f= $ 10,000 oS $ 10,000 
Banksic 65 5 eee te ra tae, Cee ee Torres — 63,096 63,096 _ 47,800 47,800 
Mortza pesmi ic aan cron cic att: sents were enero 270,653 — 270,653 224,239 — 224,239 
Other loamswey ya eee cae eis bee ane 1,658,890 446,234 2,105,124 1,614,548 395,971 2,010,519 
IProvisionsiomlossesmenner tee mercer nerieer (2,636) (5,600) (1) (8,236) (597) — (597) 
Neticunrent:loamsan etter: reise 1,926,907 503,730 2,430,637 1,848,190 443,771 2,291,961 
Non-performing loans: 
Non-accrual loans 89,274 10,910 100,184 131,113 Pky 142,225 
Renegotiated reduced rate loans................ 6,693 — 6,693 — = — 
Provisions tom lOssesiaaennn eerie eee teem (42,046) (5,354) (47,400) (49,805) (3,900) (53,705) 
Net non-periorming loans scree aciy secrete: 53,921 5,556 59,477 81,308 i 2u2 88,520 


Mortals lo ain s Prac with stots ch POR eheee lke eehe meer ee $1,980,828 $509,286 $2,490,114 $1,929,498 $450,983 $2,380,481 


(1) The Bank maintains a general provision for losses against sovereign risk loans made to certain countries which have encountered 
difficulty in servicing their debt or have required debt restructuring during the past few years. In addition to certain specific provisions 
for losses on these loans, the Bank also has established a general provision of $5,600,000 representing approximately 5.5% of the total 
loans outstanding to these countries. 


6. Other loans: 


(in thousands of dollars) 


1984 1983 
TO ANS) GO PROVINCES ci sci. ce orc oars cosets Sowa eee dus Nooo aso OR RR RAL OR Oe LSE ee eee EE says RR Se Sew 
Direct, fintanice: leases ide.) ceoeke hs Ree arate is eae Se re a ete 43,729 44,099 
Personal 1Oamss jc iivs fr ords dooce acalses sl os4 oh age Te lacouags coaee Getler elias .20/e) SOC Ree oe aC ee eee ere 415,361 425,421 
Loans imcurrenciesjother' than. Canddian’ 4. c+. en ene eee eee eae eer einem cee 488,885 455,718 
Demand andiother loanstm Canadianicurency - 7p acdc so. ose cere nnne ene Eee rreiae 1,172,004 1,133,788 


$2,153,496 $2,094,358 


7. Acceptances, guarantees and letters of credit: 


(in thousands of dollars) 


The Bank issues acceptances and letters of credit, and guarantees the payment of certain liabilities of customers, and has recourse 
against customers with respect to any payments made on all of these commitments. Acceptances are reported as a liability and an 
offsetting asset in the Consolidated Statement of Assets and Liabilities. Guarantees and letters of credit are not reported in the 
Consolidated Statement of Assets and Liabilities but have been detailed below: 


1984 1983 
(GUATAMBEES eta: event ache oitosieynlie cians fad atelesteaes oa ee aaIen vic RRO EEC. eee $61,681 $56,562 
Metters::Of Credit). Styacseracacsre oi decom wtskeye.cch a fevsnepscenere-bloverstckecene be aici GR RIERA GEIR Io Ee ae 20,132 6,833 


$81,813 $63,395 


8. Land, buildings and equipment: 


(in thousands of dollars) 
Net Book Value 


Accumulated Pie SA Nie oe Pon 

set Depreciation 9 Seog 

lam dl aires nance hee calmer ican aan te $13,185 $ — $13,185 $12,682 
Buildings ... biatiriseebtaiats igang trop waiter a dees piesa Cet Ree 3,023 330 2,693 2,752 
Computer equipment mc. tn tans ee eee Oe eee eee 6,744 1,996 4,748 3,286 
Hurniturerstixtures:andiequipmenti.s))sere ce ceeeieee nie eee 9,956 6,716 3,240 4,007 
eascholdkumprovierments weenie cermin ameter cients 14,794 6,798 7,996 9,280 
$47,702 $15,840 $31,862 $32,007 
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), 


10. 


11. 


Other assets: 


(in thousands of dollars) 


1984 1983 
PccauedpintenreswreCelV al | Camere trate nytt Cree ncr non mete teeta hry eee ean canes eee Tet y Ure ea eee $28,151 $26,585 
De ferredmincomestaxCsuer ven. raat rear i ee eee heen nt tea OE a ee nm ee eee 29,690 13,498 
Real property other thaniBamlc premises... sc..4.....0)..4c0c enone ou. culo ueeun cee. 4,953 12,089 
Srinvelay. livahnohin, aCoUOM REAM OS 5 songesaaucemanchAnnuaaacsanus@accouaohdainlcaounonwe tom kane. 4,768 5,295 
$67,562 $57,467 
Geographical distribution of assets by location of ultimate risk: 
(in thousands of dollars) 
1984 1983 
Amount Percent Amount Percent 
(CEN UEVGIEY Calcd atvenc ek sie ci Rahs Oe PRP EAP a Rn oe Ona Ue $2,636,922 86.0% $2,655,011 86.8% 
WinInE CR STARCSH wiry rw Cae eae et co Se oer Mn, Dk a Bye ee ee ee ee 87,144 2.8 66,797 Depa 
Asia/Pacific: 
AS ONOTH owed SCOP RSET: os eNO ks 60 AE ete OE Cae a eI Eee Ee iniran cas 40,348 We} 36,885 122 
ADAM aE ert ate S err ae) ean eee en A oo a eee ane TA ee 30,452 1.0 42,678 1.4 
(OIAEO 5. tearm ati Ath ate eer Bere MAY ROA wee RR Vag a Cerne aes Ane ac 41,919 1.4 49,749 1.6 
IRF AUS) Bal 129,312 AeZ 
Latin America and Caribbean 
Ley RAWAL ton nGDe ais cA te le ene RAMU DEO gen a ng a ee me we = A 35,568 2 32,473 eal 
NIERI COMM IRES CREE nec rr ere ee ee ee etek rt ne a cae ae 61,078 2.0 58,439 9 
OV ANENR” 3. GABE, dn Eph Beng AAS, 4 AOA Sc CEP eC a En seal er ae 12,643 0.4 12,024 0.4 
109,289 3.6 102,936 3.4 
Europe 
tall Vere Ramet ne eek Me ens eS ee He sess te ee eS 31,425 1.0 30,682 1.0 
SHORUIOT. acs tecbuath ond Aepraacte eoea ME Oe ats or Oe TEE I LORCA eT NR ERE Mr ey oS a 36,232 WW 28,677 0.9 
Oe nee RAEN esse cutoeise crease acc esee sites aceite, arth cakes, en ee 53,473 ley 44,153 15 
121,130 3.9 103,512 4 
MirddleshastrandrAtricanirs aon nance eae coe cc na: aie enone t ae 145 — 203 — 
MOvIRASSE SRP ey RR ec Taree erie Ahern eek eA he iG a vowieton, acne cepa uyeh Gee $3,067,349 100.0% $3,057,771 100.0% 


The countries noted separately above represent those countries to which more than 1% of the Bank’s risk assets are attributable. Risk 
assets for this purpose are defined as deposits with other banks, securities, loans (excluding mortgages) and customers lability under 
acceptances. As at October 31, 1984 risk assets totalled $2,639 million (1983 — $2,648 million). 


Deposits: 


(in thousands of dollars) 


Deposits by Canada . 
Deposits by provinces 
Deposits by banks ... 


DY joveisicist lanai hOChBNIG yume Sno an eh onbeo en eaboh sooo; cuba mete debe Sacumdot acd toma peo saeuERa mato 


Other deposits ...... 


. Other liabilities: 


(in thousands of dollars) 


AGG GliMeaAn YIN sooo anannco pages OoneAn (noob uso codeagonocddodinGobons onnOomn.ontmnonne ac 
AccountsypayablevandiacenuedsexpemSeS ie cy ste a pape eler-icie essucte ete) @ ate eels ale elete le tev eNet hey. ee| eats ett -eleye dsr 


4] 


1984 


$ 622,004 
121,994 
724,135 

1,234,177 
790,079 


$2,892,389 


1984 


$32,190 
11,993 


$44,183 


1983 


$ 40,039 


33,620 
511,827 
1,367,616 
845,546 


$2,798,648 


1983 


$21,084 
8,570 


$29,654 


13. 


14. 


Bank debentures: 


(in thousands of dollars) 


1984 1983 
ie sinking fund debentures mabtunins November U0 Ol garetts titel tale tet tet nett te ett tee $ 348 $ 367 
OG debentures. matured’ L984, 2 icc ge ctecs o vssc eee sacs enero Ee a eI ee ee ee — 6,000 
SWAG GleloysrannuvResy, mainobanayes joeal yer, NC og aneboanncchssodnoesuonsoavgneuodssuocantoonsyooncnnen: 3,000 3,000 
104% debentures, redeemable at the Bank’s option on or after May 15, 1984 
DiaknllimeenibonN UN EN Ane aoa nobo due ammnabeddanagontoden Magedooodendeoundoodma so dan veeadue 10,000 10,000 


$13,348 $19,367 


The debentures are direct unsecured obligations of the Bank and are subordinated in right of payment to the claims of depositors and 
certain other creditors. 


Capital stock: 
Authorized: 
Preferred shares — 3,000,000 shares without nominal or par value, issuable in series for an aggregate consideration not exceeding 
$75,000,000 
Common shares — 10,000,000 shares without nominal or par value, issuable for an aggregate consideration not exceeding $250,000,000 
(Note 1(a)) 
Outstanding: Pro Forma 
(in thousands of dollars) 1984 1984 1983 
Number of Number of Number of 
Shares Amount Shares Amount Shares Amount 
Preferred shares, Series A: 
At beginning of year......... 733,900 $ 18,348 733,900 $ 18,348 757,100 $18,928 
Purchased for cancellation.... (27,100) (678) (27,100) (678) (23,200) (580) 
Aiwendiotyearmarsen tree 706,800 17,670 706,800 17,670 733,900 18,348 
Preferred shares, Series B: 
At beginning of year......... 800,000 20,000 800,000 20,000 = — 
Iissuedatonmicas leer eaten = — — — 800,000 20,000 
IAizenduoley Calceetaeracrr rare ttre 800,000 20,000 800,000 20,000 800,000 20,000 
Common shares: 
At beginning of year......... 5,169,526 25,848 5,169,526 25,848 4,169,526 20,848 
Issueditonicachiemn entra eit — — 14,445,713 86,674 1,000,000 5,000 
Transfer from contributed 
SUID Use meee eee etter: ee cene = 46,377 — 46,377 — —_— 
Atiendvot yeateneerrce ate 5,169,526 TOLD 19,615,239 158,899 5,169,526 25,848 
Motalicapitalectoc kanes nr rts $109,895 $196,569 $64,196 


On January 10, 1984, the authorized common shares were redesignated as without nominal or par value. In accordance with Section 
120(4) of the Bank Act that portion of the contributed surplus of the Bank which was attributable to the issues of common shares was 
transferred to capital stock. The balance of contributed surplus, which arose from gains on preferred shares purchased for cancellation, 
was transferred to retained earnings. 

Share rights and privileges: 
Preferred shares, Series A: 


These shares are redeemable at the option of the Bank at any time on or after October 30, 1984 at $27.00 per share declining annually 
thereafter by $0.50 per share to $25.00 per share after October 30, 1988. 


The Bank has undertaken to make all reasonable efforts to purchase for cancellation in each calendar quarter 6,000 of the 
outstanding preferred shares, Series A at prices not exceeding $25.00 per share. 


Preferred shares, Series B: 


These shares are redeemable at the option of the Bank at any time on or after July 1, 1988 at $26.20 per share declining annually 
thereafter by $0.30 per share to $25.00 per share after July 1, 1992. These shares are retractable at the option of the holder on June 1, 
1995 at $25.00 per share. 


The Bank has undertaken to make all reasonable efforts to purchase for cancellation in each calendar quarter at prices not exceeding 
$25.00 per share the following number of these shares: 


(a) during the period commencing July 1, 1988 and ending June 30, 1995, 6,000 preferred shares, Series B; and 
(b) commencing July 1, 1995 and thereafter, 0.75% of the number of preferred shares, Series B outstanding on June 30, 1995. 


This obligation is cumulative only within each calendar year. 
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15. 


16. 


Wi 


Income taxes: 
(in thousands of dollars) 


__ The provision (credit) for income taxes recorded in the Consolidated Statement of Income represents income taxes applicable to the 
income or loss reported therein. 


Income taxes recorded in retained earnings represent the income tax effect related to the tax deductible transfers from retained 
earnings to appropriations for contingencies, to loan loss experience of subsidiaries, to share issue expenses and to unrealized exchange 
gains on investments in foreign subsidiaries which are charged or credited directly to retained earnings. 


The deferred income tax credits represent income tax benefits related to deductions available to reduce taxes otherwise payable of 
future years. 


Provision (credit) for income taxes 


1984 1983 
Consolidated Statement of Income: 
Gunner emir re tare ake err CR eee ete ae ead a), Pann ke Sent en Rey eee aaa AS eer eRe ee $ 2,846 $ 1,044 
I BYES eva eX agence Geet ee Ba eRe Scr A) AlN 978s A ee OER a al Ree ty a (16,073) (444) 
(se227) 600 
Retained Earnings: 
CAINE tee eee ee nt a Che, eG te eg Ree Tet Ne eater te ana te err ctr neg ae eg (2) (724) 
AID ESENEAASYO te cacy 8 CAM Ay © ERGs at cath co Ben eno eat Ue eNO Se Page ot yo. OR ae Sool ne ne A, Oe pare se hs (119) (5,413) 
(121) (6,137) 
$(13,348) $(5,537) 


The Bank’s provision (credit) for income taxes differs from the amount calculated by applying its combined federal and provincial 
statutory tax rate to net income before provision for income taxes mainly because of tax-exempt income from certain securities including 
term preferred shares, income debentures and small business development bonds. 


1984 1983 
Amount Percent Amount Percent 
Net income (loss) before provision for income taxes............... $(20,217) $12,726 
Taxes thereon at combined federal and provincial 
SAUMONOTSY (ES THMNIE) aA ok ent ana ob ane Megs oo2 5 ere ne eee oe ese e $(10,210) (50.5)% $ 6,528 51.3% 
Combined tax rate applied to: 
Income from foreign subsidiaries not subject to Canadian tax.... (699) (3.5) (876) (6.9) 
Dividends from taxable Canadian corporations................. (2,311) (11.4) (3,361) (26.4) 
Interest on income debentures and small business 
GlewelloyaraneinysloonVels Gantt bac noste basa woo beac rho oor u (1,173) (5.8) (2,471) (19.4) 
(CE Gye — TOV sv Bea Ea cecnan te Ee ck i cot eee Aner ie ee ee eel ATLAS) DO 558 4.4 
Non-Canadian taxes payable by foreign subsidiaries.............. bil 0.3 222 ae 
Provision (credit) for income taxes at effective 


NOONE UP AReN. Gas one Has od Sere ae OAS a ceoeee PO oeesS $(13,227) (65.4)% $ 600 4.7% 


Net income (loss) per common share: 


Net income (loss) per common share has been calculated using the daily weighted average number of common shares outstanding, 
after giving effect to the two for one stock split in March 1982 and the preferred share dividend obligations for each year. 


Long-term commitments for leases: 


Rental expenses for premises for the years ended October 31 were $6,684,000 in 1984, $6,056,000 in 1983, $5,187,000 in 1982, 
$4,403,000 in 1981 and $3,614,000 in 1980. Minimum future rental commitments for premises under long-term leases at October 31, 1984 
were as shown below. The Bank has no lease commitments which extend beyond 2006. 


(in thousands of dollars) 


ade ate tia 2 SE ee ee CRE Ata Suet om $ 5,259 
ICIS De. Aa 5. ein rind 5 SI Ree TAA. Refer Aor Aer ATOR 5,065 
IGS ean he Nace Rae Rear Baa me A Sunset et, Pitre Berne i) 6,166 
IOS RS ae eer eA ey 0 te ag GRRE ae em Mr fe REN PN ee 5,823 
19 Stee Weer eet har ears Eecpting: OTN Sete) er eco Eros 4,951 
TGNO uae tiVenteNNVAe —a pean ous oocearodeons ouioouneaonEes 50,410 
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20. 


Pension plan: 


The Bank has an employee pension plan which is available to all employees at age 25, after three months service, on a contributory or 
non-contributory basis. The total cost in respect of current service charged to income for the years ended October 31 was $326,000 in 1984, 
$1,255,000 in 1983, $1,814,000 in 1982, $1,619,000 in 1981 and $1,308,000 in 1980. 


An actuarial valuation of the pension fund is performed every three years in accordance with statutory requirements; however, the 
Bank’s policy requires an interim actuarial review to be carried out every year. As at January 1, 1984, the date of the last actuarial 
valuation, the pension fund was fully funded. 


Legal actions: 

The Bank is subject to a number of legal actions arising in the normal course of its business. Based on opinions of outside counsel and 
information made available to General Counsel of the Bank, General Counsel is of the opinion that, with respect to the claims asserted in 
an action commenced in The Court of Queen’s Bench of Alberta in November, 1984 by William Steinberg, William Friedman and three 
companies associated with one or other of them such claims are unlikely to succeed or are of doubtful validity, and with respect to all other 
lawsuits the likelihood of ultimate material liability to the Bank is remote. 


Subsequent event: 


Pursuant to a prospectus and an agency agreement both dated January 4, 1985 the Bank has agreed to issue to certain common 
shareholders and the public, a maximum of 19,000,000 common shares for estimated minimum net proceeds of $110,070,000 after 
deducting the maximum agents’ fee and expenses of issue estimated to be $3,930,000. . 
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CERTIFICATES 
Date: January 4, 1985 


The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities 
offered by this prospectus as required by the Bank Act and the regulations made thereunder and as 
required by Part 7 of the Securities Act (British Columbia), by Part 8 of the Securities Act (Alberta), by 
Part VIII of The Securities Act (Saskatchewan), by Part VII of The Securities Act (Manitoba), by Part XIV 
of the Securities Act (Ontario) and the respective regulations thereunder and by section 13 of the Securities 
Act (New Brunswick). This prospectus, as required by the Securities Act (Quebec) and the regulations 
thereunder, does not contain any misrepresentation likely to affect the value or the market price of the 
securities to be distributed. 


(Signed) Edgar F. Kaiser, Jr. (Signed) A.E. Miles-Pickup 
Chairman, President and Senior Vice-President 
Chief Executive Officer Finance and Administration 


(Signed) Michael J. Humjan 
Assistant Vice-President 
and Chief Accountant 


On behalf of the Board of Directors 


(Signed) R.E. Kadlec (Signed) T.A. Buell 
Director Director 


To the best of our knowledge, information and belief, the foregoing constitutes full, true and plain 
disclosure of all material facts relating to the securities offered by the prospectus as required by the Bank 
Act and the regulations made thereunder and as required by Part 7 of the Securities Act (British 
Columbia), by Part 8 of the Securities Act (Alberta), by Part VIII of The Securities Act (Saskatchewan), by 
Part VII of The Securities Act (Manitoba), by Part XIV of the Securities Act (Ontario) and the respective 
regulations thereunder and by section 18 of the Securities Act (New Brunswick). To our knowledge, this 
prospectus, as required by the Securities Act (Quebec) and the regulations thereunder, does not contain any 
misrepresentation likely to affect the value or the market price of the securities to be distributed. 


DOMINION SECURITIES PITFIELD PEMBERTON HOUSTON WILLOUGHBY WoOoD GUNDY 
LIMITED INCORPORATED INC. 
By: (Signed) Mark L. Cullen By: (Signed) James Bruce By: (Signed) K.R. Bruce 
ODLUM BROWN McLEoD YOUNG WEIR 
LIMITED LIMITED 
By: (Signed) E.A. Finnigan By: (Signed) Eric L. Schwitzer 


The following includes the name of every person having an interest either directly or indirectly to the 
extent of not less than 5% in the capital of: 


DOMINION SECURITIES PITFIELD LIMITED: none; 

PEMBERTON HOUSTON WILLOUGHBY INCORPORATED: W.R. Wyman, E.R. Wright, M.M. Ryan, D.N. Alexander, 
G.H. Walker, W.B. Ebbels, PV. Chernov, R.E‘T. Goepel and J.D. Wurz; 

Woop Gunpy Inc: wholly-owned by The Wood Gundy Corporation, 

OpLUM Brown Limitep: E.A. Finnigan, J.A. Hepburn, PR. Perceval, R.G. Sutherland, R.G. Pollard, W.J.H. 
Edmonds, S.R. Sherwood, J.B. Harkness and A.G. Acheson; and 

McLEop YOUNG WEIR Limitep: A.G.E. Taylor, T.E. Kierans, FB. Farrill, D.C. Moore, T.R.W. Crawford, C.D.G. 
Hackett, A.D. Massey, D.F. Sullivan, J.S.A. MacDonald, W.D. Wilson, W.J. Bennett, AO. Miller Gor 
Cheesbrough, W.J. Corcoran and Shearson Lehman/American Express Inc. 
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Bank of British Columbia 
Canada’s Western Bank 


MANAGEMENT INFORMATION CIRCULAR 


in respect of a 
SPECIAL MEETING OF SHAREHOLDERS 
to consider whether to approve the 
CONSIDERATION OBTAINED 

by 

BANK OF BRITISH COLUMBIA 

in connection with the 
SALE OF CERTAIN OF ITS ASSETS 

to 


HONGKONG BANK OF CANADA 


DECEMBER 12, 1986 


ne 


Bank of British Columbia 


Dale G. Parker 
President & Chief Executive Officer December 12, 1986 


Dear Shareholder, 


Accompanying this letter is a notice of a Special Meeting of preferred and common shareholders called for 11:00 
a.m. on Friday, January 30, 1987 at the Westin Bayshore Hotel, 1601 West Georgia Street, Vancouver, B.C. 


The purpose of the meeting is for shareholders to consider the unanimous recommendation of the Board of 
Directors that the consideration obtained by Bank of British Columbia for the sale of substantially all its assets to 
Hongkong Bank of Canada be approved. 


The accompanying Management Information Circular sets out the background to and details of the sale. 


Before concluding the sale the Directors canvassed every possibility. Safety of depositors’ funds was a high 
priority, but securing the best possible return for shareholders and providing for the continuation of the business of 
the Bank and the retention of 1,500 loyal employees were also major objectives. In all, since late 1985, the Bank has 
had discussions with over 20 prospective purchasers or partners, several of whom approached the Bank. 


The sale by the Bank to Hongkong Bank of Canada is part of a three way transaction, the third party being 
Canada Deposit Insurance Corporation (‘“CDIC’’). We understand that CDIC has made a payment of $200 million 
to Hongkong Bank of Canada as an inducement to acquire the business of the Bank and that this sum is being retained 
as a contingency reserve for loan losses, transition costs and other liabilities that cannot be identified now but which 
may occur in the future. 


The purchase price of approximately $2,636 million has been satisfied, in part, by the assumption of 
approximately $2,573 million of liabilities, including all depositors’ claims. The balance of approximately $63 
million has been paid in cash. This sum, subject to certain adjustments, together with the proceeds of certain other 
assets retained by the Bank, will be available to satisfy remaining creditors and provide a return to shareholders. 


Under normal procedures prescribed by the Bank Act, a sale of the Bank’s business would have required 
approval by shareholders at a meeting called on 28 days notice. Although the international reputation and financial 
strength of the Hongkong Bank of Canada’s parent company would have provided the necessary assurance to 
depositors that their funds were safe once the transaction was completed, there would have been a risk that 
depositors’ confidence would not be maintained during the period of uncertainty pending consideration of the 
transaction by shareholders. If confidence had not been maintained, Federal regulatory authorities could have 
viewed the Bank as no longer viable and caused a curator to be appointed. In such circumstances, not only would 
preferred and common shareholders have received nothing, but uninsured depositors might well not have been fully 
covered. 


In order to ensure that a sale was concluded, the Bank asked the Federal Government to introduce legislation 
(the “‘Special Act’’) to enable it to proceed with the transaction quickly. With the support of all three political parties 
the Special Act was passed by Parliament in two days and the sale to Hongkong Bank of Canada took effect on 
November 27, 1986. 


The meeting called for January 30, 1987 is contemplated by the Special Act, which provides that if shareholders 
do not approve the consideration obtained by the Bank on the sale an assessor appointed by the Federal Cabinet may 
increase or decrease the approximately $63 million payment, or leave it unchanged. 


In the view of the Directors, if the shareholders do not give their approval, there is a risk that the payment may 
be reduced or eliminated entirely by the assessor. Since no other party was willing to proceed with a purchase of the 
Bank without a substantial grant from CDIC, it might well be argued, as it was in Parliament during the passing of the 
Special Act, that in such circumstances no payment whatever to shareholders was justified. 


The alternative of continuing to operate as an independent bank was not feasible since the Directors did not 
believe that, in view of the financial results for the fourth quarter, the Bank could have maintained the confidence of 
depositors. We understand that Federal regulators and our auditors shared this view completely and the Directors 
believe the assessor would probably reach the same conclusion. 


Significant losses from operations were incurred in the fourth quarter, primarily relating to several large credits. 
Under more normal circumstances the impact on depositor confidence might not have been as severe. But public 
confidence in financial institutions is fragile. During the past 18 months two banks collapsed and in their wake two 
other banks have disappeared through merger or amalgamation following, in each case, loss of depositor confi- 
dence. 


Two other factors also had an impact in the fourth quarter. One was the revocation by the Superintendent of 
Insurance of his approval, granted several months earlier, for the Bank to withdraw cash from the over-funded 
surplus in the Bank’s employee pension fund. Having received the Superintendent’s approval, the Bank recognized 
$10.4 million of income (net of income taxes of $11.5 million) as an extraordinary item in the second quarter of 1986. 
The revocation by the Superintendent of his approval caused the Bank to reverse all the pension related income in the 
fourth quarter. The second factor concerned the recognition that approximately $35.9 million of tax credits would 
not likely be used in the foreseeable future and as a result the related asset was written off. These factors reduced net 
income in the fourth quarter by $46.3 million contributing to a loss for the year of $67.8 million. 


As it is, the transaction that was concluded could provide approximately $63 million in cash to the Bank. Some 
assets remain and these will be realized and the remaining liabilities discharged as soon as practicable. All remaining 
funds will ultimately be distributed to shareholders. On the basis of assumptions presently considered reasonable by 
the Bank’s management, it is expected that preferred shareholders will be paid in full together with all accumulated 
unpaid dividends. The distribution to common shareholders is estimated to be in the range of $0.55 to $1.20 per 
share. If the pension fund surplus is eventually recovered this estimate would increase by about $0.65 per share. 


I hope you will be able to attend the meeting. However, if you are unable to attend it is still important that your 
shares be represented and voted at the meeting and I urge you to date, sign and return the enclosed Proxy as soon as 
possible. 


Yours truly, 


ae et 


Dale G. Parker 
President and Chief Executive Officer 
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SUMMARY OF INFORMATION CIRCULAR 


The information in this summary is qualified in its entirety by the more detailed information 
appearing elsewhere in this document and in the accompanying Management Proxy Circular. 


Time, Date and 11:00 0’clock a.m., Friday, January 30, 1987 at The Ballroom, The Westin Bayshore, 1601 
Place of Meeting: West Georgia Street, Vancouver, British Columbia. 


Purpose of To approve the consideration obtained by Bank of British Columbia (“‘BBC’’ or the 
Meeting: ‘‘Bank’’) pursuant to the sale agreement made November 27, 1986 (the ‘‘Sale Agree- 
ment’’) between BBC and Hongkong Bank of Canada. 


Shareholders Holders of record of the Bank’s Common Shares, Series A Preferred Shares and Series B 
Entitled Preferred Shares at the close of business on December 11, 1986 are entitled to receive 
to Vote: notice of and to vote at the Special Meeting. A shareholder who has acquired shares after 


such date may vote such shares only upon establishing proper ownership not later than ten 
days before the date of the Special Meeting. 


Votes Required: Approval of the resolution set out in the Notice accompanying this Circular (the *‘Resolu- 
tion’’) will require a simple majority of the votes cast by or on behalf of the holders of 
Common Shares, Series A Preferred Shares and Series B Preferred Shares, with sharehol- 
ders entitled to one vote per share. 


Sale of Assets to Canada Deposit Insurance Corporation (‘‘CDIC’’) has announced that, in order to avoid 

Hongkong Bank the substantial losses it would have incurred if the Bank was forced into involuntary 

of Canada: liquidation, it has provided financial support in the amount of $200 million to Hongkong 
Bank of Canada to enable Hongkong Bank of Canada to take over BBC’s business as a 
going concern. Substantially all of BBC’s business was purchased by Hongkong Bank of 
Canada on November 27, 1986. The Sale Agreement was prepared on the basis that the 
assets purchased by Hongkong Bank of Canada exceeded the liabilities assumed by it by 
$63,535,000 and that amount, representing the cash portion of the purchase price, was 
paid into a trust account. The purchase price will be adjusted downward if as at November 
30, 1986 the assets purchased did not exceed the liabilities assumed by at least 
$62,535,000. It is expected that Hongkong Bank of Canada will indicate by mid-January 
1987 whether it is claiming any adjustments. In addition, Hongkong Bank of Canada has 
until January 26, 1987 to assert any warranty claims under the Sale Agreement, which 
could also affect the consideration received by the Bank. The Bank will issue a news 
release before the Special Meeting if Hongkong Bank of Canada asserts a claim for a 
purchase price adjustment or breach of warranty which would materially affect the 
distributions to shareholders. 


The assets purchased by Hongkong Bank of Canada represented 98.6% of the total assets 
of BBC. The liabilities assumed by Hongkong Bank of Canada included $400 million 
owing to the Bank of Canada and all of the deposit liabilities, subordinated debentures and 
notes of or guaranteed by BBC. The cash portion of the purchase price, being the sum of 
$63,535,000 (the ‘‘Trust Amount’’), is held in a trust account at a major Canadian 
chartered bank pending resolution of any purchase price adjustments and warranty claims 
referred to above, and either the approval of the Resolution by BBC’s shareholders or 
completion of the assessment process described below, any of which could reduce the 
amount of the purchase price. The assessment process could also result in an increase in 
the purchase price. 


I, rr gn 


Retained Assets 
and Retained 
Liabilities: 


Post Closing 
Agreement: 


Income Tax 
Consequences: 


Consequences of 
Non-Approval: 


Recommendation 
of Board of 
Directors: 


Hongkong Bank of Canada did not buy certain of BBC’s loans, its interests in the proposed 
head office premises, the shares of certain of its subsidiaries and its rights to the pension 
fund surplus and in certain litigation proceedings. Certain liabilities of BBC were not 
assumed by Hongkong Bank of Canada, including liabilities in respect of certain income 
and corporation taxes, the agreement to lease the Bank’s proposed head office premises, 
outstanding litigation, certain letters of guarantee, certain employment arrangements and 
any liabilities not related to the business of banking. The Bank will sell or realize upon 
these assets and satisfy its liabilities in the course of winding up its business. 


Virtually all of the employees of BBC have become employees of Hongkong Bank of 
Canada. However, the services of certain of such employees will continue to be available 
to BBC under an administrative services agreement between the two banks. They will 
assist the Board of Directors and officers of the Bank in managing the disposition of its 
remaining assets and liabilities. 


The tax treatment of distributions to shareholders on the winding-up of the Bank will be 
different for various types of shareholders. A summary of the principal federal income tax 
consequences to shareholders of the Bank is contained herein under the heading ““Income 
Tax Consequences to Shareholders’’. 


The Bank of British Columbia Business Continuation Act (the ‘‘Act’’) requires the Bank 
to call a meeting of its shareholders to approve the consideration obtained in respect of the 
sale of its assets to Hongkong Bank of Canada. The Act provides that if the shareholders 
fail to approve the consideration, the federal Cabinet will appoint an assessor, who will 
determine the net realizable value, if any, of the assets less the liabilities of BBC as at 
November 26, 1986 (the “‘net value’’) and the net realizable value, if any, of the assets less 
the liabilities of BBC remaining after the sale (the ‘‘net retained value’’). In making such 
determinations the assessor is to take account of all relevant facts, including the likeli- 
hood, in the absence of the Sale Agreement: of the profitability and continuing viability of 
BBC as an independent bank; of the sale of the assets of BBC other than to Hongkong 
Bank of Canada; and of the appointment of a curator or the winding up of the business of 
BBC. If the net value is determined to exceed the sum of the Trust Amount and the net 
retained value, CDIC will pay the difference to the Bank and the Trust Amount will be 
released to BBC. If the net value is determined to be less than the sum of the Trust Amount 
and the net retained value, the difference will be paid out of the trust account to CDIC and 
the balance of the Trust Amount, if any, will be paid to BBC. In both cases, the payments 
to BBC from the trust account are subject to potential purchase price adjustments and 
warranty claims in favour of Hongkong Bank of Canada. 


The Directors of the Bank were, and continue to be, of the view that the sale to Hongkong 
Bank of Canada was, in the circumstances, the only alternative reasonably available to 
BBC. The consideration received from the sale is considerably greater than any amount 
which may have been realized from the sale of the Bank’s assets in the course of an 
involuntary liquidation. While the Directors believe that the value of the equity of the 
Bank as a going concern exceeded the consideration received from the sale, this measure 
of value was not appropriate in the circumstances. In the view of the Directors, if the 
Resolution is not carried, there is a risk that the cash portion of the consideration received 
by BBC will be reduced or eliminated as a result of the statutory assessment process. 


Accordingly, the Board of Directors unanimously recommends that shareholders of the 
Bank vote in favour of the Resolution to approve the consideration obtained by the Bank in 
connection with the sale of assets to Hongkong Bank of Canada. The foregoing recom- 
mendation is based upon the assumption that there will be no material purchase price 


Distributions to 
Shareholders: 


Change of 
Name: 


Financial 
Statements: 


Listings: 


adjustments or warranty claims. If this is not the case, the Bank will issue a news release 
prior to the Special Meeting and the Directors may propose an adjournment of the Meeting 
in order to allow an opportunity to further consider these matters. 


The amount of distributions to shareholders and the timing of such distributions will 
depend upon a number of factors, including (i) whether the Resolution is approved by 
shareholders or whether an assessor is appointed under the Act, (ii) the ruling of an 
assessor, if applicable, (iii) the extent of any purchase price adjustments or warranty 
claims in favour of Hongkong Bank of Canada under the Sale Agreement, (iv) the 
entitlement of the Bank to the pension fund surplus, (v) the realization on the loans and real 
property retained by the Bank, (vi) the progress of litigation involving the Bank, and (vii) 
the settlement of other liabilities of the Bank. In any event, all distributions will be subject 
to prior approval of the Inspector General of Banks (the ‘‘IGB’’). 


Based upon the information presently available and current market conditions, the Direc- 
tors of BBC estimate that, if the Bank is not entitled to withdraw the pension plan surplus, 
distributions totalling between $0.55 and $1.20 per share will be made to the holders of 
Common Shares, and, if the Bank is entitled to withdraw the pension plan surplus, these 
distributions will be between $1.20 and $1.85 per share. It must be emphasized that these 
estimates are subject to certain qualifications which are discussed in more detail under 
‘“‘Retained Assets and Retained Liabilities’’. In light of the number of uncertainties 
existing at this time, the Directors are unable to predict when the initial distribution will be 
made to common shareholders, but a distribution will be made as soon as practicable. A 
final distribution will only be made once the Bank has made adequate provision for the 
payment or discharge of its obligations. 


Before any distribution may be made to common shareholders, holders of the Series A 
Preferred Shares and Series B Preferred Shares are entitled to receive $25 per share, 
together with all accumulated and unpaid dividends to the date of distribution. The 
Directors of the Bank have decided not to declare or pay the regular quarterly dividends on 
the Series A Preferred Shares and Series B Preferred Shares due on December 15, 1986 and 
December 1, 1986, respectively, and do not expect to declare or pay any further dividends. 


Pursuant to the Sale Agreement, Hongkong Bank of Canada acquired the right to the name 
‘*Bank of British Columbia’’ and BBC agreed to change its name prior to June 1, 1987. 
The Act enables the Bank to change its name without the approval of its shareholders. 


The audit of the financial statements of the Bank for the year ended October 31, 1986 has 
not yet been completed due principally to the uncertainty concerning the financial 
condition of the Bank during the period in which the audit procedures would normally 
have been carried out. The Bank’s auditors report that they have no reason to believe that 
these financial statements were not prepared in accordance with Section 215(3) of the Bank 
Act. However, they make no comments on the values attributed to assets and liabilities 
therein. Now that the sale pursuant to the Sale Agreement has been completed, the balance 
of the audit is currently being conducted. Adjustments to the financial statements arising 
from completion of the audit are possible, but are not expected to be significant. 


Subject to the approval of the various stock exchanges, the Bank’s Common Shares, Series 
A Preferred Shares and Series B Preferred Shares will continue to be listed on the stock 
exchanges on which they are currently listed. 


BACKGROUND TO THE MEETING 


As indicated in the President’s letter, Bank of British Columbia (the ‘““Bank’’ or “‘BBC’’) began reviewing 
prospective partners or successors as a precautionary measure in late 1985 as a result of the loss of confidence which 
followed the failure of two western Canadian banks. In the fall of 1986 this process accelerated when it became 
apparent that BBC’s financial results for its fourth quarter ending October 31, 1986 would signal a worsening of the 
Bank’s financial condition, which in turn would likely result in a further significant loss of depositor confidence. It 
became apparent that any prospective transaction required substantial financial support from Canada Deposit 
Insurance Corporation (‘““CDIC’’) and, therefore, the Bank worked closely with federal authorities during this 
period. Hongkong Bank of Canada was the only candidate canvassed by BBC with whom there appeared to be any 
prospect of a feasible transaction meeting the Bank’s objectives: protection of uninsured depositors, optimal return 
to its shareholders, continued employment for BBC’s employees and uninterrupted service to its clients. In order for 
a transaction with Hongkong Bank of Canada to be successful it was necessary for it to be completed expeditiously 
without the necessity of waiting a minimum of 28 days for shareholder approval as required under the Bank Act. 
Consequently, at the request of BBC, Parliament enacted the Bank of British Columbia Business Continuation Act 
on November 27, 1986 to enable the completion of the transaction without prior BBC shareholder approval and the 
sale to Hongkong Bank of Canada was completed later that same day. The Act provides that, after completion of the 
sale, BBC is to call a special meeting of shareholders for the purpose of determining whether the shareholders 
approve the consideration obtained by the Bank. Reference is made to ‘‘Statutory Procedure and the Bank of British 
Columbia Business Continuation Act’’. 


Events Prior to the Fourth Quarter of 1986 


The financial industry has undergone significant changes over the last four years. The economic slowdown 
which occurred in 1982 and the resulting fall in commodity and real estate prices had an adverse effect on the 
financial health of all Canadian banks. Western banks were more exposed to soft commodity and real estate prices 
due to their large portfolios of these types of loans. The collapse of two western Canadian banks in September 1985 
and the merger of a third bank had a serious effect on the deposits of BBC. In addition, increased international 
competition and economies of scale achieved by the larger banks made it more difficult for smaller regional banks to 
compete. 


Funding 


The loss of depositor confidence referred to above resulted in a reduction in foreign deposits from $743.4 
million as at July 31, 1985 to $119.1 million as at July 31, 1986 and a substantial reduction in Canadian wholesale 
deposits during the same period. The Bank was able to replace a portion of its deposits with funds from the Provinces 
of British Columbia and Alberta but also depended upon a credit facility with the Bank of Canada for liquidity 
funding. Bank of Canada advances reached a maximum of $975 million in April 1986 following a CBC newscast 
purporting to describe the financial condition of the Bank which led to substantial withdrawals by depositors. 
(Reference is made to ‘‘Retained Assets and Retained Liabilities’’ for details concerning the litigation arising from 
this newscast.) Following the reorganization and downsizing of the Bank discussed below, advances from the Bank 
of Canada were reduced to $400 million by November 26, 1986. 


Search for Prospective Purchasers 


Following the collapse of the two western Canadian banks in September 1985, the Board of Directors of BBC 
undertook a thorough review of the alternatives available to the Bank in order to prevent deterioration of shareholder 
value. It was considered that one strategy that should be pursued was the possibility of entering into a relationship 
with a major financial institution. Other possible alternatives, such as sales of specific assets, were also considered, 
but it was concluded that sales of profitable assets would have weakened BBC and would not have maximized 
shareholder value. 


Reorganization and Downsizing 


The Bank’s strategy of seeking a potential purchaser or merger partner was not successful and the Bank decided 
in the second quarter of 1986 to consolidate its operations in order to focus its efforts and resources on the established 
and profitable parts of its business and prevent further deterioration of its financial condition. As a result, the offices 
in London and Los Angeles were closed and the operations in San Francisco and Hong Kong were reduced in size. As 
well, 19 branches in Manitoba, Saskatchewan and Alberta were closed. By mid-1986 these actions had resulted in a 


decrease in the number of employees of the Bank by approximately 19% and a reduction in assets of approximately 
10%. The Bank recognized that any further downsizing would seriously impair its ability to profitably carry on its 
operations. 


Events which Occurred in the Fourth Quarter of 1986 


During the fourth quarter ended October 31, 1986, it became apparent that the financial condition of BBC was 
worsening, due to the negative impact on current and future earnings of a significant increase in BBC’s non- 
performing loans and specific provisions for loan losses. BBC had been giving special attention to the management 
of its loan portfolio; nonetheless, further loan deterioration occurred due to the protracted economic slump in 
Western Canada and further downturn in the Alberta economy. 


Funding 


In spite of the downsizing discussed above, as at November 26, 1986 funding from the Bank of Canada still 
totalled $400 million. In the view of the Directors of the Bank, notwithstanding the efforts by Management to 
improve BBC’s financial condition (resulting in an increase in personal deposits in the fourth quarter), the reliance 
on the Bank of Canada would have had to continue for the foreseeable future. The Directors were concerned that the 
assessment of the Bank’s condition in light of the fourth quarter results, the large debit balance in appropriations for 
contingencies and the resulting reduction in capital and reserves would cause a further erosion of the deposit base and 
thus require an increase 1n funding from the Bank of Canada. Since the Bank of Canada will only provide liquidity 
funding to a bank which it believes to be viable as an independent institution, the Directors were of the belief that, in 
the circumstances, the future availability of this funding would be questionable. 


Quality of Loans 


In its fourth quarter, BBC’s specific provisions for additional loan losses were approximately $33.0 million 
compared with a total of $37.9 million for the first three quarters. The specific provisions added in the fourth quarter 
principally related to a few substantial non-accrual loans which were viewed to have deteriorated during the quarter. 
Certain of these specific provisions dictated the reversal of interest previously recorded aggregating approximately 
$1.3 million. As at October 31, 1986 there were approximately $81.8 million of non-performing loans, net of specific 
provisions, as compared with $68.4 million at the end of the third quarter of 1986 and $57.5 million at October 31, 
1985: 


Extraordinary and Other Items 


On May 26, 1986 the Superintendent of Insurance approved the withdrawal of cash from the surplus in the 
employee pension fund of BBC based on an independent actuarial report. As a result of this approval the Bank 
recognized $10.4 million of income (net of income taxes of $11.5 million) as an extraordinary item in the second 
quarter of 1986. Shortly after BBC obtained the approval of the Superintendent of Insurance, certain judicial 
developments in the area of pension plans intervened and the trustee of the pension plan asked for further assurances 
before agreeing to release any of the surplus. Subsequent to the end of the Bank’s fiscal year, the Superintendent of 
Insurance, in view of the intervening jurisprudence, revoked his previous approval and advised BBC that it would be 
allowed to reapply to withdraw the surplus in accordance with new guidelines. This resulted in BBC reversing in the 
fourth quarter the amount previously recorded. 


The Bank had been carrying as an asset on its balance sheet an amount of $35.9 million of deferred income tax 
debits available to be set off against future income taxes otherwise payable. In light of the Bank’s fourth quarter 
losses and its projections for 1987 and beyond, it became apparent that it was unlikely that there would be sufficient 
taxable income available to utilize the tax deductions. It was therefore necessary to charge the $35.9 million against 
income for the year. 


The Bank’s portfolio of syndicated sovereign risk loans included in the IGB’s “‘basket’’ list of countries, which 
is fully performing, had been carried on its books as $112.6 million, less a general provision for losses of $11.5 
million, in accordance with guidelines issued by the IGB. However, there is a market for syndicated sovereign risk 
loans and in calculating the purchase price of the assets sold, Hongkong Bank of Canada required downward 
adjustments to the net book value of such loans of $31.3 million to reflect current market values. The net book value 
of certain other assets was reduced by $3.6 million. 


Profitability 


The interim consolidated statements for the nine months to July 31, 1986 showed net income of $5.7 million 
before extraordinary items for the pension surplus and discontinuance costs. The Bank recorded a loss of 
$10.1 million before extraordinary items in the fourth quarter. For the year ended October 31, 1986 the Bank had a net 
loss, after extraordinary items, of $67.8 million. 


The Bank’s projections for 1987 indicated that a loss for that year would also have occurred, in the absence of a 
sale or merger, given the effect of the prescribed accounting principles for loan loss experience, the high level of 
non-performing assets (approximately $103 million as at October 31, 1986), and the relatively high level of watch-list 
and special attention loans (approximately $470 million as at October 31, 1986) which, upon deterioration, could 
have given rise to reservations and classification to non-performing status. 


Capital and Reserves 


The Bank’s capital and reserves amounted to approximately $224 million at October 31, 1985. By October 31, 
1986 that amount was reduced through operations to approximately $170 million. As indicated above, the level of 
non-performing and watch-list loans had increased to such a degree that it was likely that the Bank would suffer 
substantial loan losses in 1987. Using the 1986 results as a base, and bearing in mind the likelihood of further losses 
from the loan portfolio, the Directors were of the view that the Bank’s capital and reserves would decrease further in 
1987. After the reversal of deferred income taxes and the pension surplus, the write down of certain sovereign risk 
loans and various other write-downs related to the sale of assets to Hongkong Bank of Canada, the capital and 
reserves were further reduced to approximately $78 million. 


Auditors’ Letter Pursuant to Section 242 of the Bank Act 


Under the provisions of Section 242 of the Bank Act, it is the duty of the auditors of a bank to inform 
Management and the IGB of any transactions or conditions affecting the well being of a bank that are not satisfactory 
and require rectification. On November 4, 1986, the auditors of BBC, during the course of conducting year-end 
examinations, advised Management, pursuant to Section 242 that, for many of the reasons described above, they 
were of the view that the future viability of BBC was in question. 


In view of the auditors’ concern with the Bank’s ability to continue as a going concern, the Directors were aware 
that the auditors would be unable to provide an unqualified audit opinion on the Bank’s financial statements for the 
year ended October 31, 1986. If a qualified report had been issued, it would have exacerbated the problem of 
depositor confidence. 


Reviews by the Inspector General of Banks 


In late September 1985, a team of inspectors seconded by the IGB from other chartered banks conducted an 
in-depth review of the Bank’s loan portfolio. Their report was made available to the Bank. The external auditors and 
the IGB did not disagree with the specific provisions for loan losses established by the Bank as at October 31, 1985. 


A further review of the loan portfolio was conducted by representatives of the IGB in March 1986. No material 
variations in specific provisions for loan losses emerged from this review. 


The Bank believes that the IGB shared its view that although the Bank was solvent and profitable it would be 
vulnerable to a significant and unanticipated increase in loan loss experience and that the likelihood of this occurring 
was increasing in view of the continuing weak economy in western Canada. 


In August 1986 the IGB’s team conducted a further review. A deterioration in the quality of several large credits 
was noted and it was concluded that substantially increased specific provisions would likely be necessary at the end 
of the fourth quarter. A more detailed review followed in September 1986. The IGB shared the view of Management 
of the Bank that, in light of the financial results for the year, the Bank’s position was precarious. Accordingly, the 
Bank was given every encouragement to find a financial institution with substantial backing to acquire it without 
delay. 


Involvement of Canada Deposit Insurance Corporation 


It was also recognized that although the Bank was still solvent on a going concern basis, if a curator was 
appointed and a liquidation ensued, CDIC would be required to make an immediate payment of approximately $1.3 
billion to insured depositors. While accurate estimates of realization values for the assets of the Bank in liquidation 
could not be made, it was probable that CDIC and uninsured depositors would fall well short of being fully covered. 
Consequently, the Bank was made aware that CDIC would consider providing significant financial support if a 
transaction could be structured that would avoid an involuntary liquidation and would ensure the viability of the 
emergent bank. 


Renewed Search for Prospective Purchasers 


In all, from the period of October 1985 until the sale to Hongkong Bank of Canada, the Bank had discussions in 
varying degrees of detail with over 20 prospective purchasers or merger partners. The search for prospective 
purchasers of BBC included contact with major Canadian banks, trust companies, international banking organiza- 
tions and other financial institutions. This search intensified in the fourth quarter of 1986. 


No prospective purchaser was found who was willing to purchase the business of BBC as a going concern 
without receiving financial support from either the federal or British Columbia governments, or both. Preliminary 
discussions with one potential purchaser were reported in the news media, requiring a premature announcement and 
a halt in trading of the Bank’s shares. No definite proposal was ever received from this potential purchaser. 
Hongkong Bank of Canada was the only party identified which was willing and able to complete a transaction with 
the amount of support which CDIC was prepared to offer. 


Selected Financial Information Relating to BBC 


The following table sets forth selected consolidated financial information relating to the Bank as at October 31, 
1985 (audited) and October 31, 1986 (unaudited). 


Assets and Liabilities as at October 31 


(in thousands of dollars) 


1986 1985 
(unaudited) 

CBSHESOUTCES RG ghee centr A rE TD Che Sian REST teh aK bi $ 94,185 Som LESS 
SOC URS Scheer veo Mee oie etc cae it aes RET 8 Meee lah aie AME eg Sk RB A el 195,588 220,094 
OV 1) ee es ee ee ee ee a Fe A RR a an i ae ee ee ee eee 2,303,662 2,764,792 
OtMeneNSSCISeae ee ee ae ee er es ha me tete Crescent, ies, 80,505 150,413 
ACTON ol Kee eee Me Peery. tr oad Wi BON ne nO: 6 ee ere fe ey SOL ee nee $ 2,673,940 S$ 3,290,487 
Deposits ere ete Mee ete een eee re ee eee Sees cts $ 2,042,351 $ 2,894,380 
Othienal sa bilitresewce a. eee eae ee ne ae eet ae eee ee ae ee ey 543,327 PARC Ry 
Subordinated Deb tea vce Se reeparowa tyne. a aheadhe Paediatr aks inca on 10,319 106335 
CapitalaandsReseiyesvcsry .atageeep ree ha sate writs Sitar Ce Ne ice LP aloe 77,943 224,318 
Totaliciabiliniesvand’ Capital Rar ets ee ako et ere eee ae otter $ 2,673,940 $ 3,250,487 


The audit of the financial statements of the Bank for the year ended October 31, 1986 has not yet been completed 
due principally to the uncertainty concerning the financial condition of the Bank during the period in which the audit 
procedures would normally have been carried out. The Bank’s auditors report that they have no reason to believe that 
these financial statements were not prepared in accordance with Section 215(3) of the Bank Act. However, they make 
no comment on the values attributed to assets and liabilities therein. Now that the sale pursuant to the sale agreement 
with Hongkong Bank of Canada (the ‘“‘Sale Agreement’’) has been completed, the balance of the audit is currently 
being conducted. While the unaudited financial statements included in Appendix ‘‘A’’ to this Management 
Information Circular take into account all the specific adjustments detailed in the Sale Agreement, further 
adjustments arising from completion of the audit are possible, but are not expected to be significant. Attention is 
drawn to the basis of preparation of these financial statements which is detailed in Note | to the financial statements 
(see ‘‘Notes to the Consolidated Financial Statements’’). The differences between the draft financial statements 
appended to the Sale Agreement and those included in Appendix **A’’ to this Management Information Circular are 


1] 


principally due to the negotiated adjustments detailed in the Sale Agreement, the revaluation of the retained assets 
and liabilities on the basis described in Note | and the normal development of more accurate financial information 
than was available when the negotiations were conducted. 


Statutory Procedure and the Bank of British Columbia Business Continuation Act 
Difficulties with Bank Act Requirements 


The Bank Act provides that a bank may sell its assets to another bank in the course of its winding up and requires 
that a sale agreement be submitted to the shareholders of each of the banks for approval. A bank is required to give at 
least four weeks notice of the shareholders meeting at which the sale agreement is to be considered. 


Once negotiations among the Bank, Hongkong Bank of Canada and CDIC were under way it became apparent 
that Hongkong Bank of Canada would not enter into an agreement unless the delays and uncertainties inherent in 
obtaining prior shareholder approval were eliminated. In light of the Bank’s fourth quarter financial results, all 
parties involved agreed that depositor confidence would probably have eroded pending consideration of the sale by 
the shareholders. 


If depositor confidence, particularly insofar as the Bank’s core retail deposit base was concerned, was not 
maintained, the business of the Bank would not have been of interest to any purchaser, including Hongkong Bank of 
Canada. Furthermore, the IGB then might well have viewed the Bank as no longer being viable. This could have led 
to the appointment of a curator. In that event, shareholders would have received nothing, uninsured depositors might 
not have been fully covered and many of the Bank’s 1,500 employees would have suffered loss of employment. 


The Bank of British Columbia Business Continuation Act 


In view of the circumstances described above and to enable a transaction with Hongkong Bank of Canada to be 
completed, BBC requested, and Parliament enacted, the Bank of British Columbia Business Continuation Act (the 
‘**Act’’) on November 27, 1986. The Act authorized BBC to transfer and sell its assets to another bank without 
obtaining shareholder approval. In all other material respects the provisions of the Act relating to the sale of assets of 
the Bank, except for the provisions relating to the trust account referred to below, follow those set out in the Bank 
Act. The sale to Hongkong Bank of Canada was completed on November 27, 1986. 


Pursuant to the Act the cash portion of the consideration obtained by BBC for its assets ($63,535,000, which 
amount is referred to as the ‘“Trust Amount’’) was paid by Hongkong Bank of Canada into a trust account on 
November 27, 1986 and is to be released to BBC, subject to the provisions of the Act and the Sale Agreement, as 
described under ‘“Trust and Escrow Arrangements’’. 


The Act requires BBC to call a meeting of its shareholders following completion of the sale of its assets, and 
states that notice of the meeting must be sent to shareholders at least two weeks prior to the date of the meeting. At the 
meeting, shareholders will be asked to approve the consideration obtained by BBC for the assets sold to Hongkong 
Bank of Canada. The Resolution will be carried if approved by a simple majority of the votes cast, with all classes of 
shares being entitled to vote on the basis of one vote for each share held. 


If the Resolution is passed, the entire Trust Amount, together with interest, will be released to BBC. 
If the Resolution is not passed, Cabinet will appoint an assessor who will determine two amounts, namely: 


(a) the net realizable value, if any, of the assets less the obligations of BBC as at November 26, 1986 (the ‘‘net 
value’’), and 


(b) the net realizable value, if any, of the assets less the obligations retained by BBC under the Sale Agreement 
(the ‘‘net retained value’’). 


If the net value is determined to be greater than the sum of the Trust Amount and the net retained value, then 
CDIC will pay the difference to BBC and the Trust Amount will be released to BBC. If the net value is determined to 
be less than the sum of the Trust Amount and the net retained value, the difference will be paid out of the trust account 
to CDIC and the balance of the Trust Amount, if any, will be paid to BBC. 


Whether or not the Resolution is passed, all payments to BBC from the trust account are subject to escrow 
arrangements with Hongkong Bank of Canada as described under ‘“Trust and Escrow Arrangements’’. 
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Criteria for Assessment 


The Act directs the assessor, in making his determination, to take account of all such facts as the assessor deems 
relevant relating to the circumstances of the Bank including, without limitation, the likelihood, in the absence of the 
Sale Agreement: 


(a) of the profitability and continuing viability of BBC as an independent bank; 
(b) of the sale of the assets of BBC other than to Hongkong Bank of Canada; and 
(c) of the appointment of a curator or the winding up of the business of BBC. 


Reference is made to Appendix “*B’’ to this Management Information Circular, which sets out the full text of 
the Act. 


Discussion of Criteria 
(a) Profitability and Viability 


For the reasons described in this Management Information Circular, the Bank did not anticipate earning a profit 
in the foreseeable future. Reference is made to ‘‘Events which Occurred in the Fourth Quarter of 1986’’. As the 
announcement of the Bank’s fourth quarter results would have caused a further erosion of its deposit base, the Bank 
would have required increased funding from the Bank of Canada. As indicated previously, since the Bank of Canada 
will only provide funding to a bank which it is advised can repay advances within a reasonable period, the continuing 
availability of this funding, and therefore the Bank’s viability, was questionable. 


(b) Potential Sale of Assets 


No prospective purchaser was found who was willing to purchase the business of BBC as a going concern 
without receiving financial support from the federal or British Columbia governments, or both. Hongkong Bank of 
Canada was the only party identified which was willing and able to complete a transaction with the amount of 
support which CDIC was prepared to offer. Reference is made to *‘Renewed Search for Prospective Purchasers’’. 


(c) Possibility of Curatorship 


Since it was not reasonable to depend upon the Bank of Canada funding for an indefinite period, BBC expected 
that the IGB would probably have recommended that extraordinary measures be taken in the absence of the sale to 
Hongkong Bank of Canada. This could well have involved the appointment of a curator. 


Based on the foregoing, the Directors of BBC believe that if the Resolution is not carried and an assessor 
is appointed, there is a risk that the cash portion of the Purchase Price received by BBC on the sale to 
Hongkong Bank of Canada will be reduced or eliminated. 


SALE AGREEMENT 


On November 27, 1986, following the coming into force of the Act, BBC and Hongkong Bank of Canada 
entered into the Sale Agreement providing for the sale of substantially all of the assets of BBC to Hongkong Bank of 
Canada and the assumption of substantially all of the liabilities of BBC by Hongkong Bank of Canada. By virtue of 
an order of Cabinet made on November 27, 1986 the above transaction became effective on that date. 


A copy of the Sale Agreement is attached as Appendix ‘‘C’’ to this Management Information Circular. 


On November 27, 1986 the sum of $63,535,000 was paid into a trust account by Hongkong Bank of Canada, to 
be held on terms described below under the heading ‘“Trust and Escrow Arrangements’’. 


Purchased Assets and Retained Assets 


As indicated above, the Sale Agreement provides for the sale by BBC and the purchase by Hongkong Bank of 
Canada, as a going concern, of all of BBC’s business, undertaking, property and assets, other than certain assets 
specified in the Sale Agreement to be retained by BBC. The business, undertaking, property and assets purchased by 
Hongkong Bank of Canada are called the ‘‘Purchased Assets’’ and the assets retained by BBC are called the 
‘‘Retained Assets’’. 


The Purchased Assets include BBC’s network of 41 retail branches in British Columbia and Alberta and the 
assets related to branches located outside of Canada. 


BBC’s domestic and international loan portfolio (other than certain loans retained as part of the Retained 
Assets) comprise the major portion of the Purchased Assets. BBC’s securities portfolio, including its liquid 
securities, is also included in the Purchased Assets. Reference is made to Appendix ‘*A’’ to this Management 
Information Circular for a more detailed description of the loan and securities portfolios. 


The Purchased Assets also include all of the issued and outstanding shares in the capital of BBC’s operating 
subsidiaries, other than REIT Properties Ltd. 


Hongkong Bank of Canada is entitled to use the name ‘‘Bank of British Columbia’’ in connection with the 
Purchased Assets. BBC is obliged to change its name before June 1, 1987. The Act enables the Bank to change its 
name without the approval of its shareholders. 


The Retained Assets include certain outstanding loans, BBC’s interests in its proposed head office (involving 
both an ownership interest in the land and its agreement to lease space in the building), BBC’s subsidiary REIT 
Properties Ltd., the Bank’s potential entitlement to a pension fund surplus and litigation in progress against Canadian 
Broadcasting Corporation. 

Assumed Liabilities and Retained Liabilities 


Hongkong Bank of Canada has assumed all obligations and liabilities of BBC as of November 27, 1986 other 
than certain liabilities specified in the Sale Agreement to be retained by BBC. The obligations and liabilities assumed 
by Hongkong Bank of Canada are called the ‘‘Assumed Liabilities’’ and the obligations and liabilities retained by 
BBC are called the ‘‘Retained Liabilities’. The Act provides that Hongkong Bank of Canada is liable instead of 
BBC to discharge the Assumed Liabilities. 


The Assumed Liabilities include all deposit liabilities of BBC, advances from the Bank of Canada, subordin- 
ated debentures and notes of or guaranteed by BBC, and all other liabilities except the Retained Liabilities. 


The Retained Liabilities include: 
(a) potential exposure of BBC under outstanding litigation; 
(b) responsibility for expenses and an agreement to lease relating to the Bank’s proposed head office; 


(c) liabilities for income, corporation and other taxes, other than certain tax liabilities assumed by Hongkong 
Bank of Canada; 


(d) any liabilities for unpaid dividends or other liabilities to shareholders; 
(e) liabilities not related to the ordinary course of BBC’s banking business; 
(f) obligations under certain employment arrangements; and 

(g) liabilities under certain letters of guarantee. 


Reference is made to ‘‘Retained Assets and Retained Liabilities’’. 


Purchase Price 


The purchase price (‘‘Purchase Price’’) for the Purchased Assets is the amount at which the Purchased Assets 
are shown on the Adjusted Draft Statement attached as Exhibit 7 to the Sale Agreement, namely $2,636,128 ,000, less 
any adjustment pursuant to Section 5.3 of the Sale Agreement, as described below. 


Of the Purchase Price, the sum of $2,572,593 ,000 was satisfied by the assumption or payment by Hongkong 
Bank of Canada of the Assumed Liabilities as shown on such Adjusted Draft Statement. As indicated above, the 
balance of the Purchase Price, namely $63,535,000, was paid into a trust account in accordance with the Act, and is 
subject to the arrangements described below under the heading ‘‘Trust and Escrow Arrangements’’. 


Purchase Price Adjustment under the Sale Agreement 


Section 5.3 of the Sale Agreement provides for the possibility of a reduction in the Purchase Price paid by 
Hongkong Bank of Canada, depending upon the values of the Purchased Assets and Assumed Liabilities. Such 
values are to be established in a statement of assets and liabilities prepared as at the close of business on November 
30, 1986 (the *‘Post-Closing Statement’’). The form of the Post-Closing Statement is attached as Exhibit | to the Sale 
Agreement. 


Provisions have been included in the Sale Agreement to minimize the audit procedures necessary to settle the 
Purchase Price and to reflect the values agreed upon by the parties for certain of the Purchased Assets. The most 
important of these agreed values relates to BBC’s loan portfolio. None of the write-downs in BBC’s assets reflected 
in the Sale Agreement may be disputed by either party. If the Post-Closing Statement discloses an overpayment by 
Hongkong Bank of Canada of $1,000,000 or less, there will be no reduction of the Purchase Price. 


Hongkong Bank of Canada is required to prepare and deliver to BBC a draft Post-Closing Statement as soon as 
feasible. BBC expects to receive this draft statement by mid-January 1987. BBC and its auditors will have the 
opportunity to review the draft Post-Closing Statement. Any dispute concerning any material matter related to the 
draft Post-Closing Statement which is not resolved between the parties may be submitted to arbitration. 


The draft Post-Closing Statement will be revised to reflect any changes agreed upon during the course of the 
review by BBC and its auditors, and the results of any arbitration, to produce a final Post-Closing Statement which 
will be accompanied by an auditors’ report in the form of Exhibit 2 to the Sale Agreement. The cash portion of the 
Purchase Price, as adjusted, will be disbursed to BBC or Hongkong Bank of Canada in accordance with their 
respective entitlements after the Post-Closing Statement is delivered to BBC, subject to the arrangements described 
below under ““Trust and Escrow Arrangements’’. Any reduction of the Purchase Price is limited to the cash portion 
thereof. 


Breach of Warranty 


If there is an alleged breach by BBC of any representation or warranty in Article 6 of the Sale Agreement or in 
any certificate or document delivered at the closing of the sale, Hongkong Bank of Canada must give notice thereof 
to BBC on or before January 26, 1987. BBC is not subject to any warranty claim unless the aggregate amount of 
BBC’s liability exceeds $3 million. The Bank, CDIC and Hongkong Bank of Canada have made arrangements in the 
Sale Agreement and in certain other agreements which provide additional protection to creditors of BBC if its assets 
are not otherwise sufficient to satisfy all of its creditors. Reference is made to “‘Additional Assurances for the 
Protection of Creditors of BBC’’. 


Employees and Pension Arrangements 


BBC had approximately 1,500 employees as at November 27, 1986. Virtually all such employees have become 
employees of Hongkong Bank of Canada. Hongkong Bank of Canada has agreed to provide pension benefits to these 
employees which are substantially the same as the benefits under BBC’s pension plan. 


The existing account balances for BBC’s pension plan will be transferred to Hongkong Bank of Canada 
following receipt of necessary government approvals. These account balances will be based on actuarial certificates 
which will take into account former BBC employees who are employed by Hongkong Bank of Canada and any such 
employees who retire, die or are terminated before the transfer. 


TRUST AND ESCROW ARRANGEMENTS 


BBC, Hongkong Bank of Canada and CDIC have entered into arrangements for the deposit and disposition of 
the Trust Amount. 


The Trust Amount was deposited in a trust account at a major Canadian chartered bank (the **Deposit Bank’’) 
pursuant to Section 7 of the Act on November 27, 1986 and, to the extent practicable, is to be invested at interest. 
BBC is entitled to have the Trust Amount paid out of such trust account if the shareholders of BBC approve the 
Resolution. If the shareholders do not so approve, then the assessment process described above under the heading 
‘Statutory Procedure and the Bank of British Columbia Business Continuation Act’’ is set in motion, which will 
result in BBC being entitled to all, a portion or no part of the Trust Amount. Upon BBC becoming entitled to payment 
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of all or part of the Trust Amount pursuant to the Act, such amount, together with interest earned thereon, net of bank 
charges, will be paid to the credit of an escrow account established pursuant to an escrow agreement among BBC, 
Hongkong Bank of Canada and the Deposit Bank, the form of which is attached as Exhibit 5 to the Sale Agreement 
(the ‘‘Escrow Agreement’’). Both BBC and Hongkong Bank of Canada have irrevocably undertaken to enter into the 
Escrow Agreement with such changes as the Deposit Bank may require. 


The Escrow Agreement provides for the investment of funds held pursuant thereto (the ‘“Escrow Amount’’) at 
interest. BBC is not entitled to payment of any part of the Escrow Amount prior to January 26, 1987. Hongkong Bank 
of Canada may be entitled to payment of all or some of the Escrow Amount if its right to an adjustment of the cash 
portion of the Purchase Price pursuant to Section 5.3 of the Sale Agreement or its right to a warranty claim pursuant 
to the Sale Agreement is asserted prior to January 26, 1987. If prior to that date Hongkong Bank of Canada considers 
that it has either of such claims, it may cause the Escrow Amount, to the extent of the amount of such claims, to be 
held pending final determination, abandonment or mutual agreement with respect to such claims. 


ADDITIONAL ASSURANCES FOR THE PROTECTION OF CREDITORS OF BBC 


If the Resolution is not carried and an assessor is appointed under the Act, there is a risk that the assessor will 
reduce or eliminate the portion of the Trust Amount made available to BBC. This would not only directly reduce any 
potential distribution to shareholders but would also reduce the funds available to those who have claims or potential 
claims against the Bank. Arrangements were made with CDIC and Hongkong Bank of Canada in order to provide an 
additional measure of protection to these claimants. 


Special Advance Agreement 


If an assessor is appointed under the Act and the assessor’s report results in less than $5 million of the Trust 
Amount being released to BBC, CDIC has agreed to lend to BBC an amount (the ‘“‘Loan’’) which, together with the 
funds released to BBC from the trust account, would total $5 million. This agreement (the ‘“‘Special Advance 
Agreement’’) ensures that the Bank will have a minimum of $5 million available to meet the claims of its creditors, in 
addition to the proceeds of realization of the Retained Assets. Under the Special Advance Agreement the Loan is 
repayable prior to any distribution being made to the shareholders of BBC, or, if no such distribution is made, the day 
upon which BBC dissolves. If the remaining assets of BBC, after the payment to all other creditors, are insufficient 
to repay the Loan, then CDIC will forgive the Loan to the extent of the shortfall. 


Warranty Claims under the Sale Agreement 


In the Sale Agreement, the portion of the Trust Amount released to BBC, less $5 million, is called the 
‘‘Available Amount’’. Any warranty claims of Hongkong Bank of Canada will first be satisfied out of the Available 
Amount. Any warranty claims in excess of the Available Amount to a limit of the difference between $63.5 million 
and the Available Amount are not the responsibility of BBC but are the subject matter of an agreement between 
CDIC, Hongkong Bank of Canada and BBC. Any warranty claims in excess of that difference are payable by BBC 
out of its remaining assets. 


Liquidity Loan and Security Agreement 


Until the cash portion of the Purchase Price obtained by BBC is released from the trust account established 
pursuant to the Act and the escrow account established under the Escrow Agreement, BBC will require liquid funds 
in order to meet its short-term requirements. CDIC has agreed to establish a $5 million line of credit (the ‘‘Line of 
Credit’’) in favour of BBC pursuant to an agreement dated November 27, 1986 (the ““Liquidity Loan and Security 
Agreement’’). 


Advances to BBC under the Line of Credit will be repayable to CDIC on demand and will bear interest at the 
average rate of interest, from time to time, earned on the Trust Amount, which interest will be calculated from the 
date of the Special Meeting. 


As security for advances under the Liquidity Loan and Security Agreement, the Bank has granted to CDIC a 
fixed and specific hypothecation, mortgage and pledge of all of its right, title and interest in the loans that are 
included in the Retained Assets, the proceeds thereof, and the security and records relating thereto. 
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Unless otherwise determined by CDIC, the Line of Credit will terminate and become repayable on the earlier of 
the day that the Bank receives any of the Trust Amount and the day on which the assessor appointed under the Act 
determines that the Bank is not entitled to receive any of the Trust Amount. 


RETAINED ASSETS AND RETAINED LIABILITIES 


The amount to be distributed to the shareholders of BBC will depend upon the amount of the cash portion of the 
Purchase Price ultimately released to BBC and upon the amount realized on the Retained Assets, after payment of the 
Retained Liabilities. The estimates and amounts set out below are based entirely upon the Bank’s internal books and 
records, and have been calculated by Management. These amounts do not take into account expected future revenues 
and operating expenses during the process of realization. 


Assets 
Cash 


If the shareholders approve the Resolution, $63.5 million, representing the cash portion of the Purchase Price, 
will be released from the trust account in which it is presently held. The amount that BBC will ultimately receive will 
depend upon the extent of any adjustments to the Purchase Price or warranty claims in favour of Hongkong Bank of 
Canada under the Sale Agreement. All funds received or held by the Bank, which are not required to meet expenses 
of liquidation, will, pending distribution to the shareholders, be invested in interest earning deposits or securities. 


For purposes of this discussion, the Bank is assuming that it will ultimately receive $63.5 million on account of 
the cash portion of the Purchase Price. The Directors are unable to predict what amount, if any, the Bank would 
receive if the Resolution is not carried and an assessor is appointed, but if this occurs there is a risk that the amount 
may be significantly less than $63.5 million. 


Management is not presently aware of any matter which would give rise to a warranty claim or an adjustment to 
the Purchase Price in an amount which would have a material effect on the estimated distribution to shareholders. If 
such a claim is asserted the Bank will issue a news release before the Special Meeting. 


Loans 


The Bank has retained 24 loans having an aggregate face value of approximately $22 million, in respect of 
which specific provisions of approximately $8.5 million have been established. All except one of these loans, for 
$3.4 million, are non-performing. The majority of the dollar value of these loans are related to the energy sector. 


The net realizable value of the retained loan portfolio depends upon the manner and timing of disposition. These 
loans will be managed for BBC’s account by Hongkong Bank of Canada until their ultimate disposition. The Bank 
estimates that, based on current market conditions, it will realize between $11.5 million and $13.5 million on these 
loans. 


Real Estate 


On July 29, 1980 the Bank acquired a 50.1% beneficial interest in a property located at the corner of Georgia and 
Hornby Streets in the centre of Vancouver’s business district. On February 24, 1984 the Bank entered into a long 
term land lease with a subsidiary of Imperial Life Assurance Company, which subsequently constructed a major 
office tower on the property. Total annual base rent to be received by the Bank for the land is $961,920 for each of the 
first three years, the greater of base rent or approximately 11.5% of net income for each of the next five years, rising 
to the greater of base rent or approximately 12.5% of net income in each year thereafter. 


By certain agreements to lease, the Bank has agreed to enter into a lease for five floors of office space and a 
ground level branch in the office tower described above for which the Bank received approximately $3 million as an 
inducement. The proposed leases are for a term of 20 years, commencing as at November 14, 1986, at an aggregate 
rental of $2.7 million per year for the first 5 years, $2.9 million per year for the next 5 years and 95% of the 
prevailing market rent for the following 10 years. If the Bank fails to honour certain of its obligations under the 
agreements to lease, it is required to repay the inducement of approximately $3 million. 


The Bank’s wholly-owned subsidiary, REIT Properties Ltd., owns three commercial, revenue producing 
properties in the Province of Alberta. 


The ultimate net realization on the real estate described above will depend upon the manner and timing of 
disposition and will be subject to fluctuations in the real estate markets in the Provinces of British Columbia and 
Alberta. The Bank estimates that, based on current market conditions, the net realizable value of this real estate is 
between $4.5 million and $11 million. 


Contingent Assets 
(a) Pension Plan Surplus 


Management of the Bank is of the view that the Bank’s employee pension plan currently contains a 
surplus of $23.1 million. The Bank intends to reapply to the Superintendent of Insurance for permission to 
withdraw the surplus after giving due notice of the application to all members of the plan. Although the 
Bank has received actuarial certificates and legal opinions in support of its claim to the surplus, the present 
uncertainty in the law relating to pension plan surpluses makes it impossible to predict with any degree of 
certainty how the surplus will be distributed. 


(b) CBC Litigation 


On February 24, 1986 the Canadian Broadcasting Corporation (“‘CBC’’) carried on the ‘“National’’ 
newscast a report purporting to describe the Bank’s financial condition. Part of the newscast contained an 
excerpt from a filmed interview with Roy Palmer, an analyst employed by Alfred Bunting & Co. The 
Globe & Mail of February 25, 1986 carried a report of the newscast. The Bank has alleged that the 
newscast and subsequent report were incorrect in several material respects, caused damage to the Bank and 
has commenced legal proceedings in the Supreme Court of British Columbia against CBC, Der Hoi Yin, 
Canadian Newspapers Company Limited, A. Roy Megarry, Geoffrey Stevens, Roy Palmer and Alfred 
Bunting & Co. The outcome of this litigation is not presently determinable. 


Liabilities 

The Bank is a defendant in a variety of legal actions arising in the course of its banking operations, many 
brought by counterclaim in collection proceedings commenced by the Bank. As at November 27, 1986 there were 73 
actions pending against the Bank, of which 26 were commenced during the year ended October 31, 1986. During the 
same period, 43 actions against the Bank were settled or disposed of for a total of approximately $200,000 (exclusive 
of costs). During the year ended October 31, 1985 the comparable figures were 32 actions commenced against the 


Bank and 38 actions settled or disposed of for a total of approximately $150,000 (exclusive of costs). These costs of 
settlement exclude any amounts written off as part of the cost of settlement of collection proceedings. 


The Internal Revenue Service (the “‘IRS’’) in the United States proposes to reassess the Bank for the years 1978 
to 1980, inclusive. The IRS claims that the Bank owes approximately U.S. $1.7 million in taxes on which interest in 
respect thereof could amount to approximately U.S. $1.5 million. The Bank has filed an official protest against this 
proposed reassessment. If the protest is unsuccessful there is a possibility of further reassessments for the years 1981 
to 1986. 


While the Sale Agreement obliges Hongkong Bank of Canada to offer employment to the Bank’s employees, it 
is not obliged to offer comparable positions. Certain officers and employees who were offered positions not 
comparable to those previously held have elected to treat their positions as terminated. In these situations, the Bank 
may have severance pay obligations which it cannot recover from Hongkong Bank of Canada. In addition, the 
Chairman’s employment contract was not assumed by Hongkong Bank of Canada and continues to be an obligation 
of BBC. 


The Bank has issued letters of guarantee, aggregating $10 million, on behalf of a customer. The Bank expects to 
be released from these contingent liabilities in the near future. 


The Bank will also be liable for any claim against it of which it was not aware on November 27, 1986 and hence 
which was not reflected in the statement attached as Exhibit 7 to the Sale Agreement. 


A significant component of the Retained Liabilities is litigation and potential litigation against the Bank. 
Particulars of material litigation are provided in Appendix ‘‘D’’ to this Management Information Circular. Although 
the amounts claimed or threatened are very substantial, which is the usual practice in these matters, the Bank is of the 
view that the liabilities discussed in this section, including the litigation and potential litigation, can probably be 
settled for between $10 million and $23.5 million. 
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Summary 


The range of realizable values which Management has attributed to the Retained Assets (other than the pension 
fund surplus and the CBC litigation) and the Retained Liabilities is summarized below. 


Low Value High Value 
(in thousands of dollars) 
Assets 
(1K SEA am ea oe te ase eat Mae 9 epee rh aN ARIA $ 63,500 $ 63,500 
eS OPN TR ann siamese) ol os Fe) me blhteals Selah eel mbna. « ke he eae teeta SI le dee Reet 11,500 13,500 
IGcIRE SUACCAUMGLIN Scacgt tReet Sot Mei ti merece etn Fae Seg ei ee oe 4,500 11,000 
RP OLA A SSE ESM: ilracs diel oy Oh APS 8 thi taal Aine ewe te Or ites BUG atk. cacti g tae nae $ 79,500 $ 88,000 


Liabilities and Equity 
WA ADUNESS, Utne da! 6. dia cies Face Ramee a CEE OA mn MONE Seat rasca.8 $ 23,500 $ 10,000 
Shareholders’ Equity 

Preferred Shares 


See CLC Re MEE Tne Cae tenia ENR. Somber ticcacl Catricas teases: 16,470 16,470 

DNS 1S) (Silo PR igen is gra: Sr ik tee germ aiken Re deel Al elle at ier NDMP mi RA 20,000 20,000 
Accumulated Dividends on Preferred Shares 

(asa December, 151986) AER a eee a eo eet baie Ale 800 800 

Net C ominen ee Uityic cr twntdoe & cere anes ate ates a yeh eee, Sate 18,730 40,730 

lotalssia bilttiesuang Equi Yeon a3 cea" & pe aaa b wc isiays Sens tepe rie Peer tea dae a hice $ 79,500 $ 88,000 


The information summarized in the above table must be read in connection with the assumptions and 
qualifications discussed above. The amounts stated above do not take into account future revenues which will 
be earned or expenses which will be incurred during the process of realization. Even if only the low values are 
realized, it is anticipated that, other than in 1987, future revenue will exceed future expenses. 


DISTRIBUTIONS TO SHAREHOLDERS 


Assuming that the Resolution is approved and that there are no adjustments to the Purchase Price or any 
warranty claims in favour of Hongkong Bank of Canada under the Sale Agreement, and after allowing for financial 
advisory, legal, accounting and printing fees of the Bank related to this transaction, but excluding any possible 
proceeds from the pension fund surplus or the CBC litigation and the potential net revenue from the liquidation 
process, it is predicted that total distributions per common share will be in the range of $0.55 to $1.20. If the pension 
fund surplus is included this prediction is increased to the range of $1.20 to $1.85. 


Distributions will only be made to shareholders once adequate provisions have been made to discharge the 
Bank’s obligations. In light of the number of uncertainties existing at this time, the Directors are unable to predict 
when distributions may be made to common shareholders, but an initial distribution will be made as soon as 
practicable. A final distribution will only be made once the Bank has realized upon all of its assets and has made 
adequate provision for the payment or discharge of its obligations. Before any distributions may be made to common 
shareholders, the holders of the Bank’s preferred shares are entitled to receive $25 per share, together with all 
accumulated and unpaid dividends to the date of distribution. In any event, all distributions will be subject to the 
prior approval of the IGB. 


HOLDERS OF PREFERRED SHARES 


There are two classes of preferred shares of the Bank presently outstanding: the $2.28 Cumulative Redeemable 
Preferred Shares, Series A (the ‘‘Series A Preferred Shares’’) and the $2.22 Cumulative Redeemable Preferred 
Shares, Series B (the ‘‘Series B Preferred Shares’’), both without nominal or par value. 


Each of the holders of these two classes of preferred shares is entitled to vote, along with the holders of the 
Common Shares of the Bank, on the Resolution. In order for the Resolution to be passed, it is necessary that a 
majority of all of the votes cast be in favour of the Resolution. 
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The holders of each of the two classes of preferred shares are entitled to receive a distribution in the winding up 
of the Bank in priority to the holders of the Common Shares. The amount of the distribution, in accordance with the 
terms of the share conditions governing the preferred shares, would be $25 for each preferred share, in each case 
together with all accrued and unpaid dividends to the date of distribution. 


The Directors of the Bank have decided not to declare or pay the regular quarterly dividends on the Series A 
Preferred Shares and Series B Preferred Shares otherwise due on December 15, 1986 and December 1, 1986, 
respectively, and do not expect to declare or pay any further dividends. As indicated above, the amount of all 
accumulated, unpaid dividends will be included in the amounts to which the holders of preferred shares are entitled 
prior to any distribution to the holders of Common Shares. The Directors anticipate, based on the information 
available to them at present, that if the Resolution is approved there will be sufficient funds available to pay to the 
preferred shareholders, in a single distribution, the full amounts to which they are entitled, although the time of the 
payments is uncertain. 


STOCK EXCHANGE LISTINGS 


It is the Bank’s intention that, subject to the approval of the various stock exchanges, its Common Shares, Series 
A Preferred Shares and Series B Preferred Shares will continue to be listed on those stock exchanges on which they 
are currently listed, in each case until all distributions on the particular class of shares have been made. 


INCOME TAX CONSEQUENCES TO SHAREHOLDERS 


The following summary of the principal Canadian federal income tax consequences of the transactions 
described in this Management Information Circular is based on the laws of Canada at December 10, 1986 taking into 
consideration Bill C-23 to amend the Income Tax Act (the ‘‘ITA’’) tabled in the House of Commons on November 
10, 1986. The summary considers only shareholders who hold their shares as capital property. Those shareholders 
who hold their shares as income property, such as traders in securities, should consult their tax advisers for guidance. 


The summary is not exhaustive and does not take into account provincial or foreign income tax legislation or 
considerations. In view of this and of the general nature of the summary, it should not be considered as legal or tax 
advice to any particular shareholder. Accordingly, shareholders are urged to consult their own tax advisers as to their 
particular circumstances. 


Common Shareholders 


The paid-up capital attributable to each of the Common Shares of the Bank is $7.21. As the aggregate amount to 
be distributed to the common shareholders is less than this amount, all distributions made to common shareholders of 
the BBC will be treated for income tax purposes as a return of paid-up capital. 


When the Bank’s shares are cancelled, each shareholder will be considered to have disposed of his shares. The 
shareholder will, in general, realize at that time a capital loss (or a capital gain) to the extent that the proceeds of 
disposition (being the final amount received) are exceeded by (or exceed) the adjusted cost base to him of his shares 
immediately before that time. The amount of any distributions derived from paid-up capital prior to the cancellation 
of the shares of the Bank will reduce the adjusted cost base to the holder of his shares. 


The following example should not be construed as indicating the intention of the Board of Directors but is 
included for illustrative purposes only. The example assumes a shareholder having an adjusted cost base of a 
Common Share of $6.00, and a total distribution by the Bank of $1.00 per common share, composed of an initial 
distribution of $.10 and a final distribution of $.90. 


Capital 
Amount of Return of Proceeds of Gain or 
Distribution Distribution Capital Disposition (Loss) 
Initials ov} aude) Ae $0.10 $0.10 ie a 
Pinal’... <<. cee bee 0.90 0.90 $0.90 $(5.00) 
$1.00 $1.00 $0.90 $(5.00) 


The capital loss of $5.00 is computed by subtracting the adjusted cost base of $5.90 ($6.00 less the initial return 
of capital of $0.10) from the proceeds of disposition on cancellation of $0.90. Generally, such loss could reduce 
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capital gains subject to tax but would not be deductible against other income. The loss may be reduced for a corporate 
shareholder in certain circumstances where dividends have been received, as discussed below. 


Corporations 


A shareholder that is a corporation, or a partnership or trust of which a corporation is a partner or beneficiary, 
and that realizes a capital loss on the disposition of its shares will be required to reduce that loss for income tax 
purposes by the amount of dividends received on the shares unless the shareholder owned its shares 365 days or 
longer before the disposition and it, together with persons with whom it was not dealing at arm’s length, did not, at 
the time the dividend was received, own in the aggregate more than 5% of the issued shares of any class of BBC. 


Individuals 


The ITA provides a cumulative exemption for taxable capital gains realized by an individual resident in Canada. 
The cumulative limit for 1987 is taxable capital gains of $50,000 increasing to a maximum of $250,000 for 1990. 


Non-Residents 


A shareholder who is not resident in Canada for income tax purposes will not be subject to tax under the ITA on 
any capital gain realized on the disposition of his shares unless the shares are taxable Canadian property (as defined in 
the ITA) of such a shareholder. Briefly, the shares will be taxable Canadian property if they are used or held or 
deemed to be used or held by the shareholder in carrying on a business in Canada. Even if the shares constitute 
taxable Canadian property, exemption from Canadian tax may be available under the terms of an applicable tax 
treaty. 


Preferred Shareholders 


BBC intends to make a single distribution to preferred shareholders of $25.00 per share plus an amount equal to 
all accumulated and unpaid dividends with respect to such shares to the date of the distribution. Distributions made to 
preferred shareholders of BBC will be treated for income tax purposes as taxable dividends to the extent they exceed 
paid-up capital. The paid-up capital attributable to each Series A and Series B Preferred Share is $25.00. 


If the aggregate amount distributed exceeds the paid-up capital of each share, each shareholder will be 
considered to have received proceeds of disposition for capital gain or capital loss purposes equal to the paid-up 
capital thereof. Generally, tax considerations relating to the proceeds of disposition will be the same as described 
above for common shares. 


ARRANGEMENTS FOR THE ONGOING OPERATION OF BBC 


After completion of the sale of the Purchased Assets to Hongkong Bank of Canada which occurred on 
November 27, 1986, BBC has carried on and will continue to carry on operations only to the extent necessary to 
enable it to carry out the Sale Agreement, wind-up its remaining business and make distributions to shareholders. In 
the course of winding-up its business the Bank will sell or realize upon the Retained Assets and satisfy the Retained 
Liabilities. All necessary action will be carried out by the Bank’s remaining officers with the assistance of certain 
officers and employees of Hongkong Bank of Canada pursuant to the post-closing agreement (the ‘*Post-Closing 
Agreement’’) described below under the supervision of the Bank’s Board of Directors. In addition, BBC will retain 
experts to assist it in realizing upon its Retained Assets and settling its Retained Liabilities. 


Post-Closing Agreement 


On November 27, 1986 BBC entered into a Post-Closing Agreement with Hongkong Bank of Canada, in the 
form set out as Exhibit 3 to the Sale Agreement, under which Hongkong Bank of Canada agreed to provide office 
space and clerical and administrative services to BBC, and to make certain of its officers and employees available to 
BBC, as consultants, to assist in the orderly disposition of the Retained Assets and in the administration of its affairs 
in accordance with the requirements of the Bank Act and the Act. BBC will reimburse Hongkong Bank of Canada for 
the cost of the administrative, secretarial and clerical services and office space and will pay to Hongkong Bank of 
Canada fees for the services of its officers and employees at hourly rates to be determined from time to time by 
agreement between BBC and Hongkong Bank of Canada. BBC will also pay all out-of-pocket expenses incurred on 
its behalf by such officers and employees, and will be responsible for the fees of any experts, such as legal counsel, 
retained on its behalf. The Post-Closing Agreement will continue until BBC is dissolved, unless terminated sooner 
by the Bank. 
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Directors and Officers 
None of the ongoing Directors of BBC will be a director of Hongkong Bank of Canada or any of its affiliates. 


Under the Bank Act the powers of the ongoing Bank are limited to actions incidental to the winding-up of the 
Bank. In light of the restricted scope of the Board’s activities and in order to reduce ongoing administration costs, the 
Board considers that a smaller Board is in the best interests of the shareholders. Therefore, a number of the Directors 
have indicated that they will tender their resignations following the Special Meeting. The following Directors have 
agreed to continue in office until the next Annual General Meeting of Shareholders: Mr. R.J. Bennett, Mr. A.J. 
Block, Mrs. W.B. McDonald, Mr. A.S. Olson and Mr. D.G. Parker. 


The officers of BBC immediately prior to November 27, 1986 who were offered and accepted employment with 
Hongkong Bank of Canada have resigned from BBC. The following persons are the officers of BBC as at the date 
hereof. 


Dale George Parker — President and Chief Executive Officer 
William John Bryden — Chief Accountant 
Peter Harry Stafford | — Secretary 


Mr. Dale G. Parker will carry out the functions of the Chief General Manager. 


APPROVAL BY AND RECOMMENDATION OF THE BOARD OF DIRECTORS 


Ata meeting on November 25, 1986, the Board of Directors of BBC considered the transactions concerning the 
sale of assets to Hongkong Bank of Canada and approved the Sale Agreement and the voluntary liquidation and 
dissolution of the Bank. 


The Directors of the Bank were, and continue to be, of the view that the sale to Hongkong Bank of Canada was, 
in the circumstances, the only possible alternative reasonably available to BBC. While the Directors believe that the 
value of the equity of the Bank as a going concern exceeded the consideration received from the sale, this measure of 
value was not appropriate in the circumstances. Based on the information then available to them, the Directors were 
of the view that unless a suitable transaction was effected, a curator might well have been appointed under the Bank 
Act. In an involuntary liquidation the shareholders would lose their entire investment and uninsured depositors, 
creditors and employees would suffer as well. The Directors believe that there was no other transaction as beneficial 
to the shareholders, employees and uninsured depositors as the sale to Hongkong Bank of Canada, and that the 
consideration obtained by BBC for the sale of its assets was, in the circumstances, fair and reasonable. 


At a meeting on December 10, 1986, the Board of Directors of BBC approved the contents of this Management 
Information Circular and authorized its mailing to the shareholders of the Bank as required by the Act. The Board of 
Directors unanimously recommends that shareholders of the Bank vote in favour of the Resolution to approve the 
consideration obtained by the Bank under the Sale Agreement. In the view of the Directors, if the Resolution is not 
carried and an assessor is appointed, there is a risk that the consideration could be reduced or eliminated. 


The foregoing recommendation is based on the assumption that there will be no claims by Hongkong Bank of 
Canada for any adjustment to the Purchase Price or for breach of any warranty in an amount that would have a 
material effect on the estimated distributions to shareholders. The Directors are not presently aware of any matter 
which would give rise to such claims. If any such claim is asserted, the Bank will issue a news release before the 
Special Meeting and, depending upon the significance and nature of such claims, may propose that the Special 
Meeting be adjourned to allow for an opportunity to consider these claims. 


INFORMATION CONCERNING BBC 


Appendix ‘*A’’ to this Management Information Circular contains detailed information, including financial 
information, about the business and assets of the Bank as at October 31, 1986, prior to the sale of substantially all of 
its assets to Hongkong Bank of Canada. 


Board of Directors 


The Bank Act requires that at least three-quarters of the Directors of the Bank be Canadian citizens ordinarily 
resident in Canada and contains other limitations on eligibility for appointment as director of a chartered bank. 
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Directors are elected during the annual meeting of shareholders and hold office until the next annual meeting of 


shareholders or until they resign or their successors are elected or appointed. 


The following table sets out the principal occupations and business of the Directors, the approximate number of 
shares of the Bank beneficially owned, directly or indirectly, or over which control or direction is exercised by each 
of them as at December 10, 1986 and the date from which each director was associated with the Bank in the capacity 


of director: 


Name and Municipality 
of Residence 


Russell James Bennett 
Westbank, B.C. 


Arthur John Block 
Vancouver, B.C. 


Harry Booth 
Calgary, Alta.(2) 


Thomas Allan Buell 
Vancouver, B.C.() 


Robert Edward Kadlec 
Vancouver, B.C.(2) 


Edgar Fosburgh Kaiser, Jr. 
Vancouver, B.C.() 


John Custance Kerr 
Vancouver, B.C.(!) 


Beverley Kathleen Lecky 
Vancouver, B.C. 


Wendy Burdon McDonald 
North Vancouver, B.C. 


John Wallace Madill 
Calgary, Alta. 


Allan Stuart Olson 
Edmonton, Alta.() 


Dale George Parker 
Vancouver, B.C.() 


Bryan Joseph Reynolds 
Vancouver, B.C.(2) 


John Lewis Schlosser 
Edmonton, Alta.() 


(1) Member of the Executive Committee 
(2) Member of the Audit Committee 


Principal Occupation 


President, McIntosh Centre Ltd. 
Real Estate, Ranching and Farming 


President, A.R. Holdings Ltd. 
Investment Company 


Director, Alberta & Southern Gas Co. 
Ltd., Alberta Natural Gas Company 
Ltd., Natural Gas Distribution 


Chairman, President & Chief Executive 
Officer, Weldwood of Canada Ltd., 
Forest Products 


President & Chief Executive Officer 
Inland Natural Gas Co. Ltd., 
Energy Company 

Chairman of the Board of Bank of 
British Columbia 


President, Lignum Limited, 
Lumber Manufacturers 


President, Hosmer Holdings Ltd. 
Investment Company 


President & Chairman of the Board 
B.C. Bearing Engineers Ltd., Bearing 
and Power Transmission Company 


Chief Executive Officer, Alberta Wheat 
Pool 


President, Stuart Olson Construction 
Ltd., Construction 


President and Chief Executive Officer 
of Bank of British Columbia 


Associate Counsel, Lawrence & Shaw, 
Barristers & Solicitors 


President, Tri-Jay Investments Ltd. 
Investment Company 


Director 

Since 

May 8, 1967 
May 6, 1980 


July 27, 1976 


May 25, 1976 


July 19, 1983 


September 25, 1984 


May 10, 1983 


August 14, 1979 


May 28, 1985 


August 9, 1977 


December 11, 1984 


May 28, 1985 


December 12, 1977 


March 9, 1976 


Common 
Shares 
Owned (3) 


93,741 


1,166 


4,970 


Oe 


8,200 


[305-977 


25,500 


700 


1,000 


3,894 


20,500 


500 


25,000 


10,864 


(3) This column shows the number of common shares beneficially owned, directly or indirectly, or controlled by each of the directors as 
reported to the Bank. The directors do not own or control any preferred shares. 


The Directors and BBC’s senior officers, as a group, beneficially owned, directly or indirectly, 4.6% of the 
Bank’s total outstanding common shares as at December 10, 1986. 


Ze 


All of the above Directors have been engaged for the past five years in their present principal occupations or in 
other capacities with the same corporations or firms except Mr. Edgar F Kaiser, Jr. who prior to September 1984 was 
a private investor; Mr. Dale G. Parker who prior to May 1985 held various executive positions with a major Canadian 
chartered bank; Mr. Arthur J. Block who prior to September 1984 was President of Block Bros. Industries Ltd.; and 
Mr. Bryan J. Reynolds who prior to November 1983 was a private investor. 
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APPENDIX ‘‘A”’ 
INFORMATION CONCERNING BANK OF BRITISH COLUMBIA 


Bank of British Columbia is a Schedule A Bank chartered under the Bank Act (Canada). The Bank’s head and 
principal office is located at the 18th Floor, Two Bentall Centre, 555 Burrard Street, Vancouver, British Columbia. 
Unless otherwise specified, this Appendix contains information relating to Bank of British Columbia as at October 
31, 1986, prior to the sale of substantially all of the Bank’s assets to Hongkong Bank of Canada, and a reference to 
either “‘BBC”’ or the ‘‘Bank’’ refers to Bank of British Columbia and its subsidiaries. 


The audit of the financial statements of the Bank for the year ended October 31, 1986 has not yet been completed 
due principally to the uncertainty concerning the financial condition of the Bank during the period in which the audit 
procedures would normally have been carried out. Now that the sale pursuant to the Sale Agreement has been 
completed, the balance of the audit is currently being conducted. Adjustments arising from completion of the audit 
are possible, but are not expected to be significant. 


ASSETS OF THE BANK 
Loans 


The Bank’s principal lending activities included the extension of credit to the corporate sector and the granting 
of personal loans and residential mortgages. As at October 31, 1986 approximately 70% of the dollar amount of the 
Bank’s loan portfolio carried interest at variable rates. The balance of the portfolio carried fixed interest rates. 


The following table shows the distribution of the Bank’s loan portfolio net of the provisions for losses as at the 
dates shown: 


(in thousands of dollars) 
as at September 30 (1) 
(unaudited) 


1986 1985 1984 1983 1982 

Canadian Currency 
Mortgages: 

RES ICOM Ula es 4 Minch een ate 398,094 S$ 311,117 3 271,977 -$ 225,017, ~$< 1793402 

Non-Residential 2. stn ce. a 78,926 68 ,926 — — = 
IRC SCS teed oa ea Seren ear ae eee 63,835 48,213 43,729 44,099 44,028 
Rersonalhoans ohare Poe 400,269 5155899 577,056 599,034 667,332 
Financial Institutions. .........- 137,904 168,412 106,456 NB iiee ey Li2,193 
Industrial/Merchandising ......... 588,820 590,341 455,552 339,278 400,289 
Real Estate/Construction......... 181,547 LIU ADT A! 294 098 311,593 374,485 
eT tat., cere iin Gen oeiste a 207,488 210,662 194,771 180,510 PO 72: 
NotalM@anadiains tenes. wees sae 2,017,483 2,140,604 1,943,639 1,831,062 1,948,801 
Poreien Curency(2)en ia ecer eee 392,214) 620,090 586,453 534,296 536,746 
lotaliGans.< 254m 6 epee arise $2,409,694 $2,760,694 $2,530,092 $2,365,358 $2,485,547 


(1) Reported as at September 30 rather than October 31 for regulatory reporting purposes. 


(2) As at October 31, 1986 approximately 98% of foreign currency loans were in U.S. dollars. The majority of such loans were to governments 
and government agencies and to the real estate and energy sectors. 


Ue) 


Non-Performing Loans 


The following table sets forth the Bank’s non-performing loans, determined by management in accordance 
with regulatory guidelines established by the Inspector General of Banks, at the dates shown. 


(in thousands of dollars) 
As at October 31 


1986 (unaudited) 1985 
Inter- Inter- 
Domestic national Total Domestic national Total 
Non-accmial loans... copes} cial ote oid $137 119 5 ob 653628) 9143.48) 90.332, 5586230 se 00 5G) 
Renegotiated reduced rate loans .... -— — — 1,000 — 1,000 
Specific provisions for losses ...... (60,482) (12 13 01.695) (36,967) (3,087) (40,054) 
Net non-performing loans ......... $76,637 $5; 149 WeS9815786 9° $9541365 “See 4s 7 518 


Loan Loss Experience 


As at October 31, 1986 the Bank had specific and general provisions for losses of approximately $109 million. 
The annual amount recorded as loan loss experience in the Consolidated Statement of Appropriations for Contingen- 
cies represents the net change in provisions for losses less recoveries on loans previously written off. 


The provision for loan losses, an amount determined by a formula established by the Minister of Finance, is 
charged to income and credited to appropriations for contingencies. The annual provision is determined by 
calculating the ratio of the last five years of loan loss experience to the last five years of eligible loans and applying 
this ratio to the outstanding eligible loans at the end of the year. 


Commencing in 1985, the IGB approved a modification of the rules for the determination of the provision for 
loan losses as it applied to BBC. This modification replaced the actual loan loss experience for the years 1982, 1983 
and 1984 in the above mentioned formula with amounts representing 0.40% of eligible loans, a ratio similar to the 
ratio experienced by the Bank in the years prior to 1982. 


The following table shows the loan loss experience and the amounts of the provisions for loan losses recorded 
for the years indicated: 


(in thousands of dollars) 
Years ended October 31 


1986 1985 1984 1983 1982 
(unaudited) 
Provision for loan losses 
included in the Consolidated 
Statement of income.....5. 0. $ 30,174 $ 16,109 vei sotell $22,703 $ 15,347 
Less loan loss experience’ ......:. 105,699 36,106 85,370 DGS 25 rad fee pee 
Net charge to appropriations 
TOM CODUNOCHCICS 7a tran ene $ (75,525) $(19,997) $(47,489) $(28,622) $(12,646) 
Eligible loanse) evan sa acne 2,419,973 2,900,302 2,634,330 29725789 25995, 969 
As an annual percentage of 
eligible loans: 
Provision for loan losses ..... 125% 0.56% 1.44% 0.96% 0.61% 
Loan Joss experiencers vine 4.37% 1.24% 3.24% 2.16% 1.10% 


(1) Eligible loans include loans, acceptances, letters of credit and guarantees but exclude loans to or guaranteed by the government of Canada or 
a province (and prior to October 1983, the governments of the United States of America and the United Kingdom). 
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The following table shows the domestic and foreign loan loss experience recorded for the 5 previous years. 


(in thousands of dollars) 
Years ended October 31 


1986 1985 1984 1983 1982 
(unaudited) 
Domestic loan loss experience .... $ 58,944 $34,009 $78,316 $515375 $25,293 
Foreign loan loss experience...... 46,755() 22097) 7,054 (50) 2,700 
Reamloss experiencers... .i......4 $105,699 $36,106 $85,370 $51,325 $27,993 


(1) As a result of the sale to Hongkong Bank of Canada the Bank wrote down its portfolio of sovereign risk loans by a further $31,300. 


Securities 


Securities were held by the Bank for various reasons. Government of Canada treasury bills are eligible 
securities for satisfaction of the secondary reserve requirement. Federal treasury bills in excess of reserve require- 
ments, provincial treasury bills, chartered bank bearer discount notes, bankers’ acceptances and commercial paper 
were some of the other most common securities that made up the Bank’s portfolio of liquid investments. 


The Bank held securities as indicated in the table below as at the dates shown: 


(in thousands of dollars) 
As at October 31 


1986 1985 1984 1983 1982 
(unaudited) 
Securities issued or guaranteed 
by Canada 
AicasUnyoDillS ea eee $170,219 $128,952 $117,604 $ 91,002 S025 
Other maturing within 
CHBESVEARS 375 ces ate ee 825 1,999 8,721 O13 Tou 
Other not maturing within 
URES YEARS: Sir theres oe 2,065 20,976 [i952 11,774 8,220 
Securities issued or guaranteed 
by provinces, municipalities 
or school corporations ......... 33057 1,741 i ie) 993 1,069 
Term preferred/shares 2.8 sin sees 8,420 49 060 58,079 62,945 86,913 
Small business development 
DONUS hay, 2 eee a ne 7,807 6,790 21,991 34,893 74,233 
OmierSectities: 0%, oa ate ote 3,195 10,576 ES 107. 30,897 26,648 


ofalpSeCumies:.ce. y\s,5 1c patent $195,588 $220,094 $239,331 $242,217 $281,845 


Securities were valued in accordance with instructions issued under the authority of the Minister of Finance. 
Securities in the investment account issued or guaranteed by Canada or a province were recorded at amortized 
values. As at October 31, 1986, the Bank’s investment account included securities issued by the Government of 
Canada which were carried on its books at the amortized cost of $60 million (1985 — $152 million) and had a market 
value of $60 million (1985 — $153 million). Other securities held in the investment account were carried at cost or 
amortized values or were valued using the equity method depending on their prescribed account classification. 
Securities held in the trading account were recorded at market value. 


Land and Premises 


In addition to its head office premises, the Bank owned the premises of three of its 41 domestic branch locations. 
The remainder were leased. As well, the Bank owned a property in the central business district of Kamloops for 
possible development in the future to satisfy its branch requirements. 


As at October 31, 1986, the net book value of the Bank’s real estate properties amounted to $13.9 million, 
exclusive of furniture, fixtures, leasehold improvements, computer equipment and other equipment. The market 
value of the Bank’s real estate properties as at that date is not available. 


pH 


LIABILITIES 


Deposits 
The following table presents the classification of the Bank’s deposits as at the dates shown: 
Deposits 


(in thousands of dollars) 
As at October 31 


1986 1985 1984 1983 1982 
(unaudited) 
Deposits by Canada........... $ 115,695 $ 50,159 oF 722 004 $ 40,039 $ 35,199 
Deposits by provinces. 2-13. ... 250,007 110,130 121,994 33,620 40,915 
Deposits by banks 
— in Canadian currency..... 1,345 9,539 181,195 31,704 2975 
— in currencies other than 
Canadialiwrhewe ene kteve cine: 52,678 358,988 542,940 480,123 377,999 
Deposits by individuals........ 1,247,056 1,352,912 ee Salalah 1,367,616 1,363,541 
Other deposits 
— in Canadian currency..... yey perp!) 816,072 627,392 658,779 907 ,987 
— in currencies other than 
Canadiana hee. Ree ae ee 24,344 196,580 162,687 186,767 304,676 
$2,042,351 $2,894,380 $2,892,389 $2,798,648 $3,033,292 
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Page 
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inthe dive year penod ended October Si, 1986... 22". 8). fcya mt! a iabuads. pl), aeons 32 
Consolidated Statement of Changes in Shareholders’ Equity for each of the years 

Insthic tive. yoar period endedi@cioher sl M086 ou) +: af POA came Feo ie ee 33 
Consolidated Statement of Changes in Financial Position for each of the years 

inethestive: year period-ended-Octoberoh, 19861 oo 5.105... athenn esas ewe va. bedes alge 34 
Notesio/Consolidated Financial Statements - oo. <4 f.udau ews ove aed wounds ss nae 35 


To the Shareholders, 
Bank of British Columbia 


The consolidated financial statements of the Bank of British Columbia for the year ended October 31, 1986 
included in the Management Information Circular dated December 12, 1986 are unaudited and accordingly, we 
express no opinion thereon. 


Pursuant to Section 15 of the Form of Proxy Regulations to the Bank Act, we report that we have no reason to 
believe that these consolidated financial statements were not prepared in accordance with Section 215(3) of the Bank 
Act, however, we do not comment on the values attributed to assets and liabilities of Bank of British Columbia for the 
year ended October 31, 1986. 


Vancouver, Canada (signed) Peat, Marwick, Mitchell & Co. 
December 12, 1986 (signed) Thorne, Ernst & Whinney 
Chartered Accountants 
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BANK OF BRITISH COLUMBIA 


Consolidated Statement of Assets and Liabilities 


as at October 


31 


(in thousands of dollars) 


Assets 
Cash resources: 


@ash_and'deposits with Bank ‘of Canada er em-eiee te ae ee 
Deposits withiother banksies ya. seer een eek eee 
Chegties and/other items in transit; Met genera tery entation 


Securities (Note 3): 
Issuedior ouaranteed iby Ganada ar ace oor renee eee 
Issued or guaranteed by provinces and municipal or school corporations 
Other séctirities: {aggsee sii s canes one 5 oI ot oe 


Loans (Note 4): 
LeoansitocDanks®. me teeerccee ateieis erat nia is lee eae ene ene 
Mortgage loans> siete trate cis scares cules erie gene ea oer y= tere 
Other Toariss(NOte:S) oie es rnc entree hie Site ne RO eve hele 


Other: 
Customers” liabilityunder acceptances) (NOte16) Macnee rns 
Vand; buildingsrand equipment (Note Ween erat eee 
Otherrassets:(Note).8)) Re askise 8 © cress eles uah hth le coe netd Rare REE nee 


Deposits (Note 10): 
Payable on: demand ene ates. chown eis hatte ie ee eee ee 
Payablevatter noucere. paste cio tccharn a aao doe ee CRO ee era 
Payableron a fixed dateee asav ert came etal meter teenie rennet 


Other: 
Advances) fromeBanksof Canad duncercatet vcr ae eee 
Acceptances (NOteL6) ie tet... a ae ocr AS Ee daretank Ore ae oe 
Liabilities of subsidiaries, other than deposits (Note 11) ............. 
Otheriliabilities (Notes 12)" as see en erie eee eee 


Subordinated debt: 
Bank debentures (Note 13) 


Capital and reserves: 
Appropriations for contingencies 
Shareholders’ equity: 

Capital stock (Note 14): 
$2.28 cumulative redeemable preferred shares, Series A ......... 
$2.22 cumulative redeemable preferred shares, Series B ......... 
Common shares 


Contingent Liabilities (Note 20) 


See notes to consolidated financial statements. 
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1986 
(unaudited) 


$ 43,124 
30,998 
20,063 


94,185 


173,109 
3,057 
19,422 


195,588 


18,707 
433,078 


1,851,877 
2,303,662 


100 
28,512 


51,893 


80,505 


$2,673,940 


$ 114,819 
745 ,302 


1,182,230 
2,042,351 


429,000 
100 
57,493 
56,734 


543,327 


10,319 


(146,309) 


16,470 
20,000 
244,870 


(57,088) 
77,943 


$2,673,940 


1985 


$ 69,061 
43,060 
3,067 


115,188 


151,927 
1,741 
66,426 


220,094 


48 583 
404,163 


2,312,046 
2,764,792 


7,900 
36,501 


106,012 


150,413 


$3,250,487 


$ 183,517 
831,787 


1,879,076 
2,894,380 


7,900 
71,759 
41,795 


121,454 


10,335 


(70,784) 


17,070 
20,000 
244,870 
13,162 


224,318 


$3,250,487 


BANK OF BRITISH COLUMBIA 
Consolidated Statement of Income 


for the Year Ended October 31 


(in thousands of dollars) 


Interest and dividend income: 
oan sme etree beat: renee tc «SER AR 8A ee 
Lease financing 
Securities 


Interest expense: 
DEDOSIISE eae eee Reto cue Ety act ack ee OMIM) e275 
Bank debentures 
Other 


Net interest income after loan loss 
DLOVASIO Ueer are a ane ae gaye eter cee eR rena ered ep Ther ee cess 
Omir commence eee ae ee eee Marte aot neta Bars nua ee 


Non-interest expenses: 
SHIBIHOS ond oreo anti eae ma pee oneal & Me cleeinte ny a nieve ae 


@iheraerre ees eee eee es ee cet Orin, rie ot aie 


Net income (loss) before provision for income taxes ............. 
Provision (credit) for income taxes (Note 15) ................... 


Net mcome’ (loss) before extraordinary items’. +..2..-.04.0165s+% 
exqreo da EIy USMS (NCES MO). poe céagogaume ah ougaoneas oenoA be 


Net income! (loss) after extraordinary items ..°..0-.-.-..-+..-.. 
Net income (loss) applicable to common shares (Note 17) 


Beforerextraordinanyaitemis sat mvviarniine rr akeieent irae erate 
NSE OIG COHTEIAY IMCS og aa peo oD awn Aa AG goad aaoo sco ane 


Net income (loss) per common share — in dollars (Note 17) 
Beloreextraondinany mtcmisies seer rene tacit enone rere emer 
ATemextrAOndinatyaItGIMSin wei s vielen s feareers stots cle ae eral 
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1986 


(unaudited) 


$290,479 
Gali 


305 466 


170,452 
1,050 
44,784 


216,286 


89,180 
30,174 


59,006 
22992 


81,998 


43,526 

5,468 
18,974 
16,830 


84,798 


(2,800) 
1,597 


(4,397 
(63,426 


$ (67,823) 


) 
) 


$ (7,691) 
$ (71,117) 


$ 


1985 


310,215 
4,787 
S559 
4,073 


337,630 


245,568 
1,295 
3,164 


250,027 


87,603 


16,109 


71,494 
20,713 


98,207 


49,964 

2,350 
16,382 
20,985 


89,667 


8,540 


1,013 


$ 
$ 


TeSvaT 


UesvAl 


4,187 


4,187 


$0.14 


$0.14 


1984 


$301,209 
5,624 
18,800 
11,859 


337,492 


254,757 
1,482 
25 


256,264 


81,228 


37,881 


43,347 
17,770 


61,117 


47,591 

2,126 
14,453 
16,564 


81,334 


(20,217) 


(13,227) 


(6,990) 


$ (6,990) 


$ (10,407) 


$ (10,407) 


$(1.96) 


$(1.96) 


1983 


$304,138 
6,802 
29,599 
[55327 


351,666 


245,951 
1,885 
14 


247,850 


103,816 


22,703 


81,113 


15,813 


96,926 


S0S515 

3,648 
13,091 
16,946 


84,200 


12,726 
600 


12326 


1982 


$416,988 
3,963 
34,446 
32,355 


487,752 


400,609 
1,887 
35 


402,531 


85,221 
15,347 


69,874 
16,626 


86,500 


47,696 

3,688 
11,441 
19,641 


82,466 


4,034 
(7,700) 


11,734 


11,734 


fF 


$ 95998 
S898 


$2.45 
$2.45 


BANK OF BRITISH COLUMBIA 
Consolidated Statement of Appropriations for Contingencies 


for the Year Ended October 31 
(in thousands of dollars) 


1986 1985 1984 1983 
(unaudited) 
Balance at beginning of year: 
Tax allowable whee As «<_<. Patt hoe 3 tree Oa alan 5 Se eee $ (81,042)  $(60,466)  $(13,400) $ 4,675 
TAX: paid Samet ecicts vo.tteere oes. ob eet as © sna ona Seana eee 10,258 16,679 Ff OW? 10,649 
(70,784) (43,787) 3,702 15,324 
Changes during year: 
Provision for loan losses included in the 
ConsolidatedsStatementiotuincomen sss erate etree er ee 30,174 16,109 37,881 22,703 
IEOSSEXPELI|ENCE TOM 1OANS Marae 21s oi) tevereene eee 5 el omer Come act (105,699) (36,106) (85,370) 12325) 
diransferitometained! carningsie. ce © rons ite te eee eee — (7,000) — __17,000 


(B)-3P25) (26,997) (47,489) (11,622) 


Balance at end of year: 
Taxes allowabledted \ ita adr setehe ales nie heveiton cc rdratmernerem restart are (156,716) (81,042) (60,466) (13,400) 
TAX Paid lee age oie os chicken ote Dine: 91) ole fe SieBot «200, ck SURO NM enatete 10,407 10,258 16,679 17,102 


$(146,309)  $(70,784)  $(43,787)  $ 3,702 


32 


1982 


$ 17,330 
4,640 


21,970 


15,347 
(27,993) 
6,000 


(6,646) 


4,675 
10,649 


$ 15,324 


BANK OF BRITISH COLUMBIA 
Consolidated Statement of Changes in Shareholders’ Equity 


for the Year Ended October 31 
(in thousands of dollars) 


1986 1985 1984 1983 1982 
(unaudited) 
Capital stock (Note 14): 
Balance at beginning of year: 
Eretemedushates ses elles hens irae tine sence tee DL OTO VS ol7 O70)” VS si 3485 5 Sal 81928 $ 19,183 
Pan HAEG INANE, STEN IBN saya hades chown enacneonccouee 20,000 20,000 20,000 -- — 
@ommontshates etn. ane sos eer her er Me a ee 244 870 12225 25,848 20,848 17,869 
SEEN, SE el ee Oe? 
Changes during year: 
Issucdsicommonisharest on Gash) oe ve eee eee 167,824 —- 5,000 PAH) 
— for stock dividend =. 4........4.... = 4,821 — — — 
SNH SMS, Snes IN | sogn as usanegenensanonaane — — — 20,000 — 
Transfer from contributed surplus — common shares .......... _ a= 46,377 — — 
Purchased for cancellation — preferred shares, Series A ....... (600) (600) (678) (580) (255) 
(600) 172,045 45,699 24,420 2,724 
Balance at end of year: 
Bae) SMES. SHES IN, Ga seco cb deson ee enbe meen os beU Oowr 16,470 17,070 17,670 18,348 18,928 
PATIO TEES ISSA 1B! Sarat camcinine commas.) 145-0 ee Ge 20,000 20,000 20,000 20,000 — 
Gommonssnateshaerey ae hr ee ere era ees ee 244,870 244 870 2225 25,848 20,848 


$281,340 $281,940 $109,895 $ 64,196 > 395776 


Retained earnings (deficit): 


Balancera sberlin aOley calmer acme rat ier ie aera $ 13,162 $8655) $.20;971 $265 55 000 ee 25,099 
INCISINCOMERULOSS) Mtreer cai nie. een Rees cos erste re ree (67,823) TOo7 (6,990) 12,126 11,734 
Dividends=—prefemedisharess senlesiAN yey n eae ee (1,136) (E5571) (2,052) (1,702) (1,744) 
== [pDiSimteal Sopa, wiles 1B) cocoon agedounpocedoud (1,332) (1,776) (2,220) (541) — 
== COMMON SATS iN isc teeiclany. Mercy ounce sis cisme mee aie — (4,847) (1,861) (3,182) (2,895) 
Expenses related to issues of common shares, 

NeMmONMNCOMeRAKeS MME ene In y ein enrcl cs nucutinn, oot coniaave cts == (1,764) (2) (698) (139) 
Transfer from (to) appropriations for contingencies ............ — 7,000 _ (17,000) (6,000) 
Incomeitaxes related to thesabove:transter 0)... 2. nee see — — — 4,999 _ 
(OUI ea SUB a. 6 G0 dread CSIC eer Ree er a ea oe 4] (76) 809 414 — 
Balancesatiendyotyyeatneure.s Wet era rae eer ioe oe $(57,088) $ 13,162 $ 8,655 $ 20,971 $ 26,555 


See notes to consolidated financial statements. 
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BANK OF BRITISH COLUMBIA 
Consolidated Statement of Changes in Financial Position 


for the Year Ended October 31 
(in thousands of dollars) 


1986 1985 1984 1983 1982 
Source of cash: Canaustic®) 
Operations: 
INeGincomes(lOSS);sernrscrruuh ote ce ee ee ee Si(G75523) eee OM oT $ (6,990) $ 12,126 Salie34 
Items included in net income (loss) not requiring the use of funds: 
Provision: forloan lOSSeSity. se erence ene eee 30,174 16,109 37,881 22,703 15,347 
Depreciation’and writevort of fixedvassetss aera t 9,404 4,229 Sy itT| 2,726 PANTS) 
Amortization and write down of other assets ............... iS 382 400 481 234 
Deferred income) taxes ete oe cere es coke oie ce eae 36,781 (472) (16,073) (444) (8,472) 
Lotalfromvoperations yasnscaye 6s RRP aE tse. yea 9,711 Dis 18,989 Sie 92, 21,018 
Other items: 
Decrease in: 
Depositsswithiother banks 24.3.0. .~9teer oe tore 12,062 103,020 30,033 58,584 — 
Chequesjand! other items in transit; net -o0- eee ee — 45,932 — of ahiles 
SOCuri tie Sie ararcaepopev ss Reetoee seek Gee es eager 24,506 19,237 2,886 39,628 200 
[OATS NCEE srasystrt arty e tots oss Ute ROGGE Ce PA AERC NAO Geant 476,255 — — 204,532 — 
ease financing Sein «ee eetele assis or si aN teak os sn) rete en eerenee — _- 370 — — 
CO Tt ste gies 2) eS Me eee tt ne oo in En 21,303 = 5,578 — — 
Increase in: 
Advancessrom) bank ol,c@anada saan seer 429 ,000 —— — — — 
Depositsseetneven.: sc Sette ees ag See OD a <P RIeR obac al — 1,991 93,741 — 301,093 
Other abilities: ray ae ve cos ie oneeaee te ae eee 9,670 — 14,529 — — 
Liabilities of subsidiaries, other than deposits .............. — TN GIB) — — — 
Capital stocksissues: <feseicke ees ect ore axe tee ahha ayes sho eee erie — 167,824 — 37,000 12,211 
Taxtcreditirelated to-appropriations) epee a eee ree nae -- — — 4,999 -— 
Other Ee enc Rtn eo cc 8 oo ee 124 180 499 414 — 
Total sourcesOtcashts mcm a isd ie ction ey ae aR ee Ree 982,631 391,786 DAES Si 382,749 351,834 
Use of cash: 
Eossrexperience;on loans nner errr eee eer eee reer 105,699 36,106 85,370 51,325 27,993 
Increase in: 
Depositsiwithtother banks siren eerie ree erect — —_— — a= 35,258 
Ghequesrandrother itemsninitransit.s0c teenie einer 16,996 10,733 — 41,575 — 
LOANS ANCE pce crak van eed ee aed Ee ET eae —_— 271,613 110,003 — 221,702 
Lease financing ac).wacoe meee aan eee ee eee 15,125 3,065 — ie 26,901 
andaibuildinssrandequipmente-r.ssr een eerie eee 1,415 8,868 3,626 5,945 7,400 
OthersassetSwet iets cree oaks steiner ota tee Reet nee — 38,360 — 4,953 3,968 
Decrease in: 
Deposits aint way tee oem ete ene eee 852,029 — — 234,644 — 
Liabilities of subsidiaries, other than deposits .............. 14,266 — — — — 
Other labilities3 hey tens « hee aie eee ee — 2,388 — 23,204 19,100 
Dividends, other than stock dividends ......................- 2,468 3,359 6,133 5,425 4,639 
Retirement Ol bank: debenturesimen ieee ee eee 16 3,013 6,019 11 24 
Redemptioniot pretenredisharc siesta p iit t ites ent ate 554 552 624 S11 158 
Siare issue Expenses, Net of income taxes see eer a 1,764 2 698 139 
Oth eraeeee Ney Sesecte ee te ttdo, Sen hie ce ee arlice Se neN etree — 304 — — 
otal Muse xOrCash seca cnr cee ener: CCE ee 1,008 ,568 380,125 PAU 368 ,363 347,282 
Increase (decrease) in cash and deposits with Bank of Canada..... (25,937) 11,661 780 14,386 4,552 
Cash and deposits with Bank of Canada, beginning of year ....... 69,061 57,400 56,620 42,234 37,682 
Cash and deposits with Bank of Canada, end of year ............ $e 435124 $ 69,061 $ 57,400 $ 56,620 $ 42,234 


See notes to consolidated financial statements. 
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BANK OF BRITISH COLUMBIA 
Notes to Consolidated Financial Statements 


for the Year Ended October 31, 1986 
(information with respect to 1986 is unaudited) 


1. Basis of Presentation: 


On November 27, 1986, by the terms of the Bank of British Columbia Business Continuation Act, (the Special Act), Bank of British 
Columbia (the ‘*Bank’’) disposed of 98.6% of its assets to Hongkong Bank of Canada for a purchase price of $2,636,128,000 which was 
satisfied by the payment of $63,535,000 and the assumption of liabilities as to the balance. In the course of the negotiations leading to the 
sale, the parties agreed to the values of the assets and liabilities being disposed of, which values have been used in the preparation of these 
financial statements. 


The cash portion of the purchase price is, however, subject to the approval of the shareholders of the Bank. If the shareholders do not 
approve the consideration obtained, the determination of the values to be placed on the assets and liabilities disposed of is to be referred to an 
assessor. Under the terms set out in the Special Act, the assessor is directed to take into account all facts relevant to the circumstances of the 
Bank, including the likelihood, in the absence of the Sale Agreement, of 


(a) the profitability and continuing viability of the Bank as an independent bank; 
(b) the sale of the assets of the Bank other than to Hongkong Bank of Canada; and 
(c) the appointment of a curator or the winding-up of the business of the Bank. 


Should an assessor be appointed, the values of the assets and liabilities sold to Hongkong Bank of Canada as determined by the assessor, 
could differ from those agreed to by the parties to the Sale Agreement. In this case the financial statements would require adjustments to 
reflect those values. 


The assets and liabilities retained by the Bank have been stated at their estimated net realizable values in the course of an orderly 
liquidation over time. 


(See also Note 2, Prescribed Accounting Principles; Note 20, Contingent Liabilities. ) 


2. Prescribed accounting policies: 


The Bank Act and the rules and regulations issued thereunder by the Minister of Finance prescribe the form and content of the Bank’s 
financial statements, as well as most of the accounting policies. The prescribed accounting policies followed by the Bank in determining net 
income conform in all material respects with generally accepted accounting principles except for the accounting for losses on loans and the 
deferral of gains and losses on the disposal of fixed maturity debt securities held in the investment account, as required by the above 
mentioned rules and regulations. 


The significant prescribed accounting policies followed by the Bank are summarized below: 
(a) Basis of consolidation: 


The assets and liabilities and results of operations of the Bank and its subsidiaries are reported in the financial statements on a 
consolidated basis. The subsidiaries are as follows: 


Canadian: Bank of British Columbia Mortgage Corporation 
Bank of British Columbia Financial Services Corporation 
BBC Investments Ltd. 
BBC Realty Investments Limited 
BBC Realty Ltd. 
WestBank Leasing Limited 
REIT Properties Ltd. 


Foreign: Bank of British Columbia (International) Limited 
British Columbia Financial Corp. (H.K.) Limited 


Securities: 


(b 


= 


Securities held for trading purposes are carried at market value. Realized gains and losses and unrealized valuation adjustments to 
market are recorded in current income. 


Securities held for investment purposes are carried at cost, with the exception of those securities issued or guaranteed by the 
Government of Canada or the provinces which are carried at cost, adjusted for amortization of premiums and discounts. Any provision 
for permanent impairment in value of investment securities is recognized through a charge to current income. 


Gains and losses resulting from disposals of fixed maturity debt securities held in the investment account, other than treasury bills, are 
deferred and amortized to income over five years on the straight-line basis. Gains and losses resulting from disposals of other securities, 
including treasury bills, held in the investment account are recorded in current income. 


The income effects of the amortization of premiums and discounts, the gains and losses on the disposal of securities and the adjustments 
to the valuations of both investment and trading account securities are recorded in Income from Securities in the Consolidated 
Statement of Income. 


3) 


(c) 


(d) 


(e) 


(f) 


(g) 


(h) 


Loans: 
Loans are recorded at the principal amount less unearned income, where applicable, and specific and general provisions for losses. 


Interest income is recorded on the accrual basis until such time as a loan is classified as non-accrual. Loans are placed on a non-accrual 
basis whenever there is, in the opinion of management, reasonable doubt as to the ultimate collectibility of some portion of principal or 
interest or when interest on a loan is due and has not been collected for a period of 90 days, unless senior credit management determines 
there is no reasonable doubt as to the ultimate collectibility of principal and interest. The amount of this overdue interest is charged 
against current year’s income. Interest income on non-accrual loans is recorded on a cash basis. 


Direct finance leases: 


Direct finance leases are included in Other Loans in the Consolidated Statement of Assets and Liabilities. The gross lease receivable 
and the unearned lease income are recorded at the time a lease transaction is executed. The unearned lease income is taken into income 
over the lease term in amounts directly related to the balance of the net investment in the lease. 


Loan losses: 


Actual loan loss experience for the year, which consists of net changes in specific and general provisions for losses less recoveries on 
loans previously written off, is charged directly to appropriations for contingencies. A provision for future loan losses is charged to 
income and credited to appropriations for contingencies annually. The amount of this provision is determined by calculating the ratio of 
the last five years of loan loss experience to the last five years of eligible loans and applying this ratio to the outstanding eligible loans at . 
the end of the current year. 


As aconsequence of the financial restructuring completed during 1985 and following consultation with the Inspector General of Banks, 
commencing in 1985 the rules for the determination of the provision for future loan losses, to be charged to income and credited to 
appropriations for contingencies, are being applied using the ratio of loan loss experience to eligible loans for the years 1982 to 1984 
similar to the ratio experienced by the Bank in the years prior to 1982. This is accomplished by replacing the actual loan loss experience 
for the years 1982 through 1984 in the five year average provision formula with amounts representing normalized loan loss experience 
of 0.40% of eligible loans. 


Appropriations for contingencies: 


Appropriations for contingencies consist of two elements — tax-allowable and tax-paid. The tax-allowable portion consists of 
provisions for loan losses charged to income plus discretionary transfers from retained earnings less the unconsolidated Bank actual 
loan loss experience. Transfers to tax-allowable appropriations for contingencies including transfers from retained earnings, are made 
on a tax-deductible basis. The limit on the tax-allowable appropriations is known as Prescribed Aggregate Reserve, and is calculated by 
applying a percentage, determined by regulation, to eligible assets net of specific and general provisions for losses relating to such 
assets (112% of the first $2 billion and 1% of the excess thereof). 


The tax-paid portion of appropriations for contingencies reflects the net of actual loan loss experience and provisions for loan losses as 
they relate to consolidated subsidiaries, and discretionary transfers to or from retained earnings on which taxes have been provided. 


Depreciation: 


Depreciation is provided for on the straight-line basis over the estimated useful life of the asset. Gains and losses on disposal of fixed 
assets are reported in the Consolidated Statement of Income. 


Translation of foreign currencies: 


Assets and liabilities in foreign currencies are translated into Canadian dollars at the prevailing year-end rates; revenues and expenses 
are translated at prevailing month-end rates. Realized and unrealized gains and losses from transactions in and translations of foreign 
currencies are reported in Other Income in the Consolidated Statement of Income, except for unrealized gains and losses on investments 
in foreign subsidiaries which are credited or charged to retained earnings net of income taxes. 
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. Securities: 


(in thousands of dollars) 


Maturities 
No 
Within 1to3  3to5 Stol0 Over 10 Specific Total 
1 Year Years Years Years Years Maturity 1986 1985 
Investment Account Securities: 
Securities issued or 
guaranteed by: 
Gan ad deer erect a ne ate wo ere e Sos 67 f= $— $2,065 $ — $ — §$ 60,232 $151,927 
BLOVINCE Syaree cere acne meee ea — = — a = — — 994 
Other securities: 
Debt securities: 
Imcometdebenturesisn., aera 100 125 — — — = 225 2,240 
Small business development bonds .. . — 7,807 — _ a — 7,807 6,790 
Other Canadian issuers............. == =e = — == = — 3,000 
Issuers other than Canadian......... — = = — — — a 64 
Equity securities: 
iecmipretemed:sharesenu se esas 343 3,623 685 1,713 2,056 — 8,420 49 ,060 
Other Canadian issuers............. — — = — — 2,970 2,970 3, LOZ 


Peet: $58,610 $11,555 $685 $3,778 $2,056 $2,970 79)654 2195237 


Trading Account Securities: 
Securities issued or guaranteed by: 


Ganadaneewiren em ani ees... 112,877 =— 
PROVINCE Staare en Aneaea ees Sener 3,057 TA7 
Oihemsecuitlesmeaniaea chien ar et ene — 110 
Total trading account securities.......... 115,934 857 
otalksecumtics cess... een e $195,588 $220,094 


. Loans: 
(in thousands of dollars) 


The Bank has two categories of non-performing loans: non-accrual loans (Note 2(c)) and renegotiated reduced rate loans which are 
loans where the terms have been modified to provide for a reduction in the interest rate due to the weakened financial condition of the 
borrower. 


1986 1985 
Inter- Inter- 
Domestic national Total Domestic national Total 
Current loans: 
Bains een ates Ce ean Benepe hares alas $ — SS SOLS sO es) $47,667 S$ 475667 
IMOTIGASCSi maa arnatioryunnceurrent, Seta se yee 423,484 — 423,484 SS — B99; 195 
Others] Oanse wee eee err tikka tins fercei sens 1,595,642 DBI S382 827 74 WS Si8.295 455,042 POL OSU, 
PAONASONS OM IKOSSSS: J Aaa npeeodesanaannenanee (4,483) (42,800) (1) (47,283) (4,720) (8,200) (1) (12,920) 
Net cient loans) aeeeeeiere aim one ene sere 2,014,643 207 233 DDI SON shee Ie ew 494 509 PAO PAS 
Non-performing loans: 
Non-accrual loans 137,119 6,362 143,481 90,332 652385 96,567 
Renegottated reduced rate loans .......02.-..- — a —- 1,000 -— 1,000 
ELovistonsr tots lOSSeS aie remeaiiee seater aiena enna (60,482) (ED 13)) (61,695) (36,967) (3,087) (40,054) 
Netmon=pertormnins 1Oanst awit anna cin erate: 76,637((2)) 149) 81,786 54,365(2) 3,148 S73 
OvAlBlO AMS acaaethecd aaa ute ae tec nes Merde nates coe $2,091,280 $212,382 $2,303,662 $2,267,135 $497,657 $2,764,792 


(1) The Bank maintains a general provision for losses against sovereign risk loans made to certain countries which have encountered 
difficulty in servicing their debt or have required debt restructuring during the past few years. The general provision at October 31, 1986 
amounted to $42,800,000 (1985 — $8,200,000) which represents approximately 38.0% (1985 — 7.6%) of the sovereign risk loans 
outstanding to these countries which are subject to rescheduling. 

(2) Net non-accrual consumer loans amounted to $2,963,341 at October 31, 1986 (1985 — $4,293,000). 
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5. Other loans: 


(in thousands of dollars) 


1986 
Diréee¢\finance Teasese,. go" «yeaa ionic he © RCI The nO ae EET es am anion ee $ §©61,919 
Consumer loans. thie ets oc scoue the oi.nicns OMG aemedere io! caer Se Ee ee I ar eet oir are neetenete 291,088 
Roans’ in currencies other than’ Canadian! cries ane cea eercnecsicie otc tee oer terete mente et see eer err 313,041 
Demandyandotheroans! in Canadian currency’ .-.5.-. eee eee ee renee 1,185,829 
$1,851,877 


. Acceptances, guarantees and letters of credit: 


(in thousands of dollars) 


1985 


$ 46,794 
367,599 
544,863 


1,352,790 
$2,312,046 


The Bank issues acceptances and letters of credit, and guarantees the payment of certain liabilities of customers, and has recourse 
against those customers with respect to any payments made on all of these commitments. Acceptances are reported as a liability and an 
offsetting asset in the Consolidated Statement of Assets and Liabilities. Guarantees and letters of credit are not reported in the ee alee 


Statement of Assets and Liabilities but have been detailed below: 


1986 
Gilarantees ed oie see stots ose Hind Se Rae AEC Steg are SP Eee ee rere ee ee $51,261 
Weetterskol credit dsc. c.cesecectva's Goscetyee wien aelale baatn avobokeleig nO RO ae eR eee Terentia 30,210 
$81,471 


. Land, buildings and equipment: 


(in thousands of dollars) 


Accumulated 
Cost Depreciation 1986 
ET Pee arn RN Rae ae Pe Sean Miche as Pee ero Ocho. a Oto Bore $12,385 $ — $12,385 
Bulking: riers tate ntecertaeeveseo ns Wrieac eine Sao ce eae eRe 1,965 456 1,509 
Computer: Equipment. tre are cist iecreiye ai cele creas rae ene 122283, 6,019 6,214 
Rumiituresstixtures: and equipmentarnirrits tte te terre 10,149 7,714 2,435 
Kees NOG MINION, vooeadoreonodabodsosodtonpodoondudd od 133272 7,303 5,969 
$50,004 $21,492 $28,512 
. Other assets: 
(in thousands of dollars) 
1986 
ACcruedinterestirecelVvabless ty.s 2: sie ert Phe de ee re ry er $19,401 
Deferredsincomes taxes: Aw Rape. acu yen ats oh etter Onne a ae ee ener, re —— 
Realapropertysotctsthant Baniky pre siSeS mentee ter ere ier ar een et et en eae 20,403 
INCOME: PLOdUCINE: PLOPEILY remove es aueicrenstaten: ters save olaraeie cote rete. aioe eRe ese eee ee eT Raa 5,850 
Sundty.,includinevaccountsirecelvablein.. mea sacar ar eer en eee ane eee eee ieee 6,239 
$51,893 
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1985 


$ 63,827 
57,968 


$121,795 


Net Book Value 


1985 


$13,185 
2,578 
7,662 
5,043 
8,033 


$36,501 


1985 


$ 25,589 
31,641 
25,942 
17,651 

5,189 


$106,012 


9. Geographical distribution of assets by location of ultimate risk: 


(in thousands of dollars) 
1986 
Amount Percent 


(Canad ayers caster teas aici Mas, RRA a Ree IMe, Gee a heree $2,418,645 90.4% 
WinjtediStatccmanreten st ce tenant ke en ee ety eed 2 Se ee 135,590 Sip 
| UNV C0) bie) ete Sra bare RES Pak oe SOR RIE ar rae eee em Re ae eg ee ZOMWS 0.8 
IMIG (SG ERIC INTOGEU oa ce aswel hy Aa ac audits So AGA Awan oA aoe lato 89 — 
PNCTANB AGI Conam ph Ren nner Cece et eae wean Say aye ter Ra linls andi ad be emer pet SEE 26,474 1.0 
Latin America and Caribbean: 
ESTA Zlll deepens Pops eee ne Teal ce ey EM pac, SARA hn AA Sp seer Sha ik Dn 28,437 1.0 
MICXI COME ans or AAC MRE ea a ae ee ae 37,071 1.4 
OM CIE Pare Seen tae coisas fee NE ROA cnn ume) Shen Sad nee Regeln 7,459 0.3 
72,967 De 


Total assets 


tos SPAR ST I Sr OESRE tes Rr SPRAY Sheen PNT Cre TER aE ECR TIS a $2,673,940 100.0% 


1985 
Amount __— Percent 
$2,799,034 86.1% 
154,289 4.8 
78,207 2.4 
133 — 
91,822 2.8 
Sp) e2i/ Hed 
61,791 1.9 
9,884 0.3 
127,002 3.9 
$3,250,487 


100.0% 


The countries noted separately above represent those countries to which more than 1% of the Bank’s risk assets are attributable at October 
31, 1986. Risk assets for this purpose are defined as deposits with other banks, securities, loans (excluding mortgages) and customers 
liability under acceptances. As at October 31, 1986 risk assets totalled $2,098 million (1985 — $2,632 million). 


10. Deposits: 


(in thousands of dollars) 


DE POSIUS MO Wa am ada Mme geet eae er eye casera te Taac sores: STRCS SU OTE RE METS Say STA ES eae mA Ph ate epee 
DE POSIISROVEDLOVINCE Siw mene: fcr career suetty tes ih nara. OR cee Tce an PP eet oe 
IDX OSES NF ISIS. 5 gonna once coe San Ono mane aeonS Osos Sann mou h6o Gadhonioude buna ne abn 
IDFVNONUS lye ibe MAGI E VSS 3 oA odem uy aetiad Grad Dam oi 1 ation Bain ne ome a acinar fas Ouetad Sarde oo eae 
Othersdepositswpepencren crt rerncos Maleate shares eran e case Mckenna atise carer rane ee Chet. «een eeeleget chs 


11. Liabilities of subsidiaries, other than deposits: 


(in thousands of dollars) 


Bank of British Columbia Financial Services Corporation: 
Guaranteed floating rate notes (30 day Bankers’ Acceptance rate plus 0.25%), 
retractable at the option of the holder in August, 1988 and maturing in August, 1990 ............ 
Guaranteed fixed rate notes bearing interest at rates from 11.25% to 12.5% 
(ORNS. Hint ETA TORS FONT OEE Fon enue ook Sue cuba b Ano Tomo nwer oon ogn ae canes 


12. Other liabilities: 


(in thousands of dollars) 


MES UA INS EN OCIS 1s otc ones mood mes G0 a.0 Hh Ken oT ecd sone cn ans dn SAoedsngenany rgeaason o+ 
/NGSOWMAGS EWES Cloveh AO CHTStol NGS | Gononasdaouy adoceo sco mocib ones mond ondHodne gaggu0 auc 
Defermedmncomentaxesmemeen rcp ten acca eae io teem ee cree era naan nae 
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1986 


115,695 
250,007 
54,023 
1,247,056 
375,570 


$2,042,351 


1986 


$57,000 


493 
$57,493 


1986 


$18,151 
B34 
5,269 


$56,734 


1985 


i  GURIEE) 
110,130 
368 ,527 

3525912 
1,012,652 


$2,894,380 


1985 


$60,000 


HIE759 
S79 


13. Bank debentures: 
(in thousands of dollars) 


7'2% sinking fund debentures, maturing November, 1991 


10%4% debentures, redeemable at the Bank’s option until maturity in May, 1989 


1986 1985 
5: eric: UNDE NOMSPA OTIS CRS RES ae Suess Sits lapses ON $ 319 $2335 
Boni dinero eee 10,000 _ 10,000 
$10,319 $10,335 


The debentures are direct unsecured obligations of the Bank and are subordinated in right of payment to the claims of depositors and 


certain other creditors. 


14. Capital stock: 


Authorized: 


Preferred shares — 3,000,000 shares without nominal or par value, issuable in series for an aggregate consideration not exceeding 


$75,000,000 


Common shares— an unlimited number of shares without nominal or par value, issuable for an aggregate consideration not exceeding 


$500,000,000 


Outstanding: 

(in thousands of dollars) 

Preferred shares, Series A: 
At beginning of year 
Purchased for cancellation 


ING ENC LOlMV eal ar sia sik uackgaas foe Sk) soo siencoeeusiar eter 


Preferred shares, Series B: 
At beginning and end of year 


Common shares: 
At beginning of year 
Issued for cash 
Stock dividend 


tend OF VCat amen ere aetitte. srcaratonc.eelpecnAl or cate 


‘Rotalcapitaltstockewremt-tisek-saret-n-) sayeth eo telsh eat) ieee 


Share rights and privileges: 


Preferred shares, Series A: 


1986 1985 

Number of Number of 

_Shares_ = Amount —_ shares __ Amount 
Joti ee ee 682,800 $ 17,070 706,800 $ 17,670 
Povey ___ (24,000) (600) (24,000) (600) 
Potente ene __ 658,800 16,470 682,800 = _—i17,070 
ere. 800,000 20,000 800,000 20,000 
er ee 33,964,324 244,870 5,169,526 72,225 
ETD NS RP — ee 27,970,713 167,824 
Detter eee cee ee A eel 
beeen eter eens 33,964,324 244,870 = 33,964,324 = _244,870 
Nig So ae en $281,340 $281,940 


These shares are redeemable at the option of the Bank at $26.50 per share declining annually by $0.50 per share to $25.00 per share 


after October 30, 1988. 


The Bank has undertaken to make all reasonable efforts to purchase for cancellation in each calendar quarter 6,000 of the outstanding 
preferred shares, Series A at prices not exceeding $25.00 per share. 


Preferred shares, Series B: 


These shares are redeemable at the option of the Bank at any time on or after July 1, 1988 at $26.20 per share declining annually 
thereafter by $0.30 per share to $25.00 per share after July 1, 1992. These shares are retractable at the option of the holder on June 1, 


1995 at $25.00 per share. 


The Bank has undertaken to make all reasonable efforts to purchase for cancellation in each calendar quarter at prices not exceeding 
$25.00 per share the following number of these shares: 


(a) during the period commencing July 1, 1988 and ending June 30, 1995, 6,000 preferred shares, Series B; and 
(b) commencing July 1, 1995 and thereafter, 0.75% of the number of preferred shares, Series B outstanding on June 30, 1995. 


This obligation is cumulative only within each calendar year. 


Dividends, Preferred shares, Series A and Series B 


The Directors of the Bank have decided not to declare or pay the regular quarterly dividends on the preferred shares, Series A and the 
preferred shares, Series B otherwise due on December 15, 1986 and December 1, 1986, respectively and do not expect to declare or pay 


any further dividends. 


Common shares: 


The Bank is presently required to consult with, and receive the consent of, the Inspector General of Banks prior to the payment of a cash 
dividend on the common shares until such time as the deficit in appropriations for contingencies has been eliminated. This requirement 
is subject to review by the Inspector General of Banks. 
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15. 


Income taxes: 


(in thousands of dollars) 


The provision (credit) for income taxes recorded in the Consolidated Statement of Income represents income taxes applicable to the 
income or loss reported therein. 


Income taxes recorded in retained earnings represent the income tax effect related to the tax deductible transfer from retained earnings 
to appropriations for contingencies, to loan loss experience of subsidiaries, to share issue expenses and to unrealized exchange gains on 
investments in foreign subsidiaries. 


Provision (credit) for income taxes 


1986 1985 
Consolidated Statement of Income: 
(QUINTET GAR the oeoc ar aren a AN GPs POI ore h dak ee AR ly Teer pa ele CRM An Pe CR. OL nels tne eae ee Cohasset he $ 666 $ 1,485 
LSS re alien ee Bese or ode nan bg, 0 nel nee Mele Re enh heal at Ande ae gS LOE Cee. ks Yet tee ae 931 (472) 
1S 9H 1,013 
Extraordinary item (note 16): 
IDetemedher-e Meer tee ein ee A VRS tO ner ie ne ee ee Gee ee oY ee ees 35,850 _ 


Retained earnings: 
Detorredt errs ce taster asia tictaps spin ees angie: Ace yar eee eR PSTN ed he MCPS eR ane eco 129 (1,479) 


$37,576 $ (466) 


16. Extraordinary items: 


17. 


18. 


The extraordinary items of $63,426,000 reported in the Consolidated Statement of Income are comprised of the following: 
i) Discontinuance and restructuring of the Bank’s operations. 


In the second quarter of 1986 the Bank made the decision to consolidate its domestic operations and to close or dispose of those 
operations which were marginal or unprofitable. As a result the Bank closed 19 branches in Manitoba, Saskatchewan and Alberta. In 
addition the offices in Los Angeles and London were closed and the operations in San Francisco and Hong Kong significantly reduced 
in size. The total costs related to this decision were estimated to be $20,909,000 and reported as an extraordinary item in the second 
quarter. The Bank reduced this estimate by $1,000,000 in the third quarter and at year end the Bank’s review of these costs, including 
the cost of the sale of virtually all of its assets to the Hongkong Bank of Canada, resulted in the estimate being revised to $19,576,000. 


ii) Deferred income taxes. 


At October 31, 1985 the Bank had recognized, as an asset on its balance sheet, $35,850,000 of deferred income taxes. This asset 
represented unutilized discretionary deductions which could be used in future years to reduce taxes otherwise payable in those years. In 
light of the Bank’s loss in 1986 and the projections for 1987 and beyond, it became apparent that it was unlikely there would be 
sufficient taxable income generated in the reasonable future to utilize these tax deductions. The deferred income tax debits amounting 
to $35,850,000 were therefore written off to income in 1986. 


ii) Contingent liabilities 


A provision for contingent liabilities, as discussed in note 20, has been established in the amount of $8,000,000. 


Net income (loss) per common share: 


Net income (loss) per common share has been calculated on the daily weighted average number of common shares outstanding after 
giving retroactive effect to stock dividends (1986 — 33,964,324; 1985 — 29,554,940) and after giving effect to the preferred share dividend 
obligations for the year. 


Long-term commitments for leases: 


Rental expense for premises for the year ended October 31, 1986 was $6,663,000 (1985 — $6,784,000). Minimum future rental 
commitments for premises under long-term leases are shown below. The Bank has no lease commitments which extend beyond 2007. 


(in thousands of dollars) 


(oS iar leg ecm ey ier benedeni heccre tyre Vc 2a Aare erie nces eh AMI oF 33 
[GSS ert rae. ween ain See eon ann Meee eer Create 6,875 
NO SOME eee ae ert ey eae ee OTE aR nee ere as 6,326 
jLeLo, Oe RI mer a eR eth hae eerie Sree eet x ay ie MLN vate ears 5,595 
{LOXE es ee eerie Ch ee inary npba the iso nent, core eee ee 4,429 
OGRE anasthercalltew. op sce ta tare ee een ce ear ia rales 51,620 
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19. 


20. 


Pension plan: 


The Bank’s employee pension plan (the ‘‘Plan’’) was amended at January 1, 1986 from a defined benefit plan to a combination plan 
which now provides benefits to participants on a money purchase basis with a defined minimum benefit guaranteed. 


Each full time employee of the Bank becomes a participant in the Plan after three months service. Each part-time employee becomes a 
participant following the completion of two Plan years in each of which the employee’s earnings at least equal 35% of the yearly maximum 
pensionable earnings. 


The actuarial valuation of the Plan as at January 1, 1986 indicated an excess of the actuarial value of the assets over actuarial liabilities 
of $21,876,000. As a result the Bank requested and received permission from the Superintendent of Insurance and Revenue Canada to 
withdraw funds from the pension fund surplus. Upon receipt of the approval from the Superintendent of Insurance the Bank recognized 
$10,429 ,000 of income (net of income taxes of $11,447,000) in its quarter ended April 30, 1986. Shortly after the Bank obtained the approval 
of the Superintendent of Insurance, certain judicial developments in the area of pension plans intervened and the trustee of the Plan asked for 
further assurances before agreeing to release any of the surplus. Subsequent to the end of the Bank’s fiscal year, the Superintendent of 
Insurance, in view of the intervening jurisprudence, revoked his previous approval and advised the Bank that it would be allowed to reapply 
to withdraw the surplus in accordance with new guidelines. This resulted in the Bank reversing in the fourth quarter the amount previously 
recorded. 


As at October 31, 1986 the date of the latest actuarial review, the actuarial value of the assets of the Plan exceeded the actuarial liabilities 
by $23,099,000. 


Contingent liabilities: 


The Bank is subject to a number of legal actions in the normal course of its business. A significant number of these actions have arisen 
in connection with loan collection proceedings and the Bank has made specific provisions in appropriate cases. In some cases counsel have 
given opinions as to the Bank’s ultimate liability. In others, counsel consider it premature to provide any opinion. Taking into account the 
opinions of counsel, where applicable, and the Bank’s experience in prior years the Bank has provided a reasonable amount in the accounts 
for the eventual resolution of the contingent litigation liabilities. 


The Internal Revenue Service (the ‘‘IRS’’) in the United States proposes to reassess the Bank for the years 1978 to 1980 inclusive. The 
Bank has filed an official protest against this proposed reassessment. It is the view of the Bank’s United States Tax Counsel that substantial 
defences exist as to the adjustments proposed by the IRS, however, it is not possible to determine at this time what the eventual outcome will 
be. Should the Bank’s protest fail there is a possibility of further reassessments for the years 1981 to 1986, the potential magnitude of which 
are not determinable at this time. The Bank has provided a reasonable amount in the accounts for the possibility of being unsuccessful in its 
protest. 
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APPENDIX ‘‘B”’ 
BANK OF BRITISH COLUMBIA BUSINESS CONTINUATION ACT 


C-27 C-27 
Second Session, Thirty-third Parliament, Deuxiéme session, trente-troisiéme législature, 
35 Elizabeth II, 1986 35 Elizabeth IT, 1986 
THE HOUSE OF COMMONS OF CANADA CHAMBRE DES COMMUNES DU CANADA 
BILL C-27 PROJET DE LOI C-27 


An Act to facilitate the continuation of the business of the Loi facilitant la poursuite des activités de la Banque de la 
Bank of British Columbia Colombie-Britannique 


AS PASSED BY THE HOUSE OF COMMONS ADOPTE PAR LA CHAMBRE DES COMMUNES 
NOVEMBER 27, 1986 LE 27 NOVEMBRE 1986 
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2nd Session, 33rd Parliament, 2° session, 33° législature, 


35 Elizabeth II, 1986 35 Elizabeth II, 1986 
THE HOUSE OF COMMONS OF CANADA CHAMBRE DES COMMUNES DU CANADA 
BILL C-27 PROJET DE LOI C-27 


An Act to facilitate the continuation of the Loi facilitant la poursuite des activités de la 


business of the Bank of British Banque de la Colombie-Britannique 
Columbia 
Her Majesty, by and with the advice and Sa Majesté, sur l’avis et avec le consente- 
consent of the Senate and House of Com- ment du Sénat et de la Chambre des commu- 
mons of Canada, enacts as follows: nes du Canada, édicte : 
SHORT TITLE TITRE ABREGE 

Short title 1. This Act may be cited as the Bank of 1. Loi sur la poursuite des activités de la _ Titre abrége 

British Columbia Business Continuation 5 Banque de la Colombie-Britannique. 5 

Act. 

INTERPRETATION CHAMP D’APPLICATION 
Interpretation 2. (1) In this Act, 2. (1) Les définitions qui suivent s’appli- _—_Définitions 
ey “Bank” means the Bank of British quent 4 la présente loi. 
«banque» . . . 
: Columbia; «Banque» La Banque de la Colombie-Britan- ae 
i Me “ce s Lh) . } an 
prt Corporation” means the Canada Deposit10 ®!que. 
« cleter» . . ‘ 
Insurance Corporation; «banque acheteuse» Banque qui achéte la LO seers 
OFA : 442 ’ : Se» 

“Minister” “Minister” means the Minister of Finance; totalité ou une partie des éléments d’actif “purchasing 
«ministre» de la Banque. bank” 


“purchasing “purchasing bank” means a bank purchasing «contrat de vente» Contrat visé au paragra- «contrat de 


bank” vente: 
ante the whole or part of the assets of the Bank phe S(2). a alererees 
acheteuse» as referred to in this Act; 15 ment” 

“sale agree- “sale agreement” means an agreement «ministre» Le ministre des Finances. 15 ee 
ment” : y inister 
Neale A referred to in subsection 5(2); 

vente» «montant en fiducie» Le montant versé dans = «montant en 


; ae fiducie» 
le compte en fiducie en conformité avec «trust amount” 


“trust amount” “trust amount”’ means the amount of ' 
t of money Varticle 7. 


«montant en 


caetee paid into the trust account under section 7. cals ae se weer 
«Société» La Société d’assurance-dépéts du = Société» 
Canada 20 “Corporation 
ee (2) Unless otherwise provided, words and20 (2) Sauf disposition contraire, les termes — Terminologie 
expressions used in this Act have the same de la présente loi s’entendent au sens de la 
meaning as in the Bank Act. Loi sur les banques. 
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Act prevails 


In lieu of Bank 
Act provisions 


Sale of assets 
authorized 


Sale agreement 


Effect of 
Governor in 
Council 
approval 


Idem 


Bank of British Columbia 35, Evrz. i 
CONFLICT OF PROVISIONS INCOMPATIBILITE 
3. In the event of a conflict between the 3. Les dispositions de la présente loi l’em- _—_—~Primauté 


provisions of this Act and any other Act or 
law, the provisions of this Act shall prevail. 


portent sur les dispositions incompatibles de 
toute autre loi ou régle de droit. 


APPLICATION APPLICATION 


En remplace- 
5 ment de la Loi 
sur les banques 


4. Sections 5 to 9 apply in respect of the 
sale of assets of the Bank and all matters 
related thereto in lieu of and notwithstanding 
anything in the Bank Act but nothing in this 
Act shall be construed as modifying the  celle-ci; toutefois les dispositions de la pré- 
application of that Act in respect of a pur-  sente loi n’ont pas pour effet de modifier 
chasing bank except that, in respect of a10l’application de la Loi sur les banques 4 une 10 
purchasing bank, paragraph 275(2)(c) of | banque acheteuse, sauf que, a l’égard de 
that Act shall not apply. celle-ci, l’'alinéa 275(2)c) de cette loi ne s’ap- 

plique pas. 


4. Les articles 5 a 9 s’appliquent a l’égard 

5 de la vente d’éléments d’actif de la Banque et 
de tout ce qui s’y rapporte en remplacement 
de la Loi sur les banques et par dérogation a 


SALE OF ASSETS VENTE D’ELEMENTS D’ACTIF 


5. (1) La Banque peut vendre la totalité Vente 
d’éléments 


ou une partie de ses éléments d’actif 4 une 15 gactir 
15 banque acheteuse. 


5. (1) The Bank may sell the whole or 
part of the assets of the Bank to a purchasing 
bank. 


(2) The terms of purchase and sale of 
assets under this section shall be specified in 
a sale agreement entered into between the 


Conditions de 


(2) Les conditions de la vente d’éléments 
la vente 


d’actif en vertu du présent article sont énon- 
cées au contrat de vente conclu entre la 


Bank and the purchasing bank. Banque et la banque acheteuse. 20 
(3) The approval pursuant to section 6 by20 (3) L’approbation d’un contrat de vente ane 
the Governor in Council of a sale agreement par le gouverneur en conseil en vertu de tinge 


gouverneur en 


article 6 confére a la banque acheteuse la : 
conse! 


vests in the purchasing bank the assets of the 
Bank that under the agreement are pur-_ pleine propriété des éléments d’actif de la 
chased by the purchasing bank and, subject Banque visés par le contrat. Sous réserve du 25 
to the agreement, the Bank shall thereafter, 25 contrat, la banque acheteuse peut dés lors 
if requested by the purchasing bank, execute exiger de la Banque qu’elle lui signe, en 
such formal and separate conveyances, bonne et due forme et par documents dis- 
assignments and assurances as are reason- _ tincts, les actes de transfert, de cession ainsi 
ably required to confirm or evidence the que les assurances qui sont raisonnablement 30 
vesting in the purchasing bank of the full 30 nécessaires pour confirmer ou constater le 
title and ownership of the assets. transfert a la banque acheteuse du droit et 
des titres de propriété sur les éléments 
dactif. 

(4) Dés l’approbation d’un contrat de 35 Idem 
vente par le gouverneur en conseil : 

a) la banque acheteuse assume les obliga- 

tions de la Banque prévues au contrat; 

b) le contrat prend effet nonobstant la 


liquidation de la Banque ou toute ordon- 40 
nance d’un tribunal. 


(4) On the approval of a sale agreement by 
the Governor in Council 

(a) the purchasing bank becomes liable 
instead of the Bank to discharge all obliga- 35 
tions of the Bank that have been assumed 
by the purchasing bank under the agree- 
ment; and 

(b) the agreement is in full force and 
effect notwithstanding any winding up of 40 
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1986 
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Approval of 
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Council 
required 


Condition 


Evidence of 
approval 


Trust amount 
payment 


Special meeting 


Notice of 
meeting 


Banque de la Colombie- Britannique 


the business of the Bank or any order of a 
court. 


(5) When the Governor in Council has 
approved a sale agreement, the Bank may 
thereafter carry on business only to the 
extent necessary to enable the directors to 
carry out the sale agreement and wind up the 
business of the Bank. 


6. (1) A sale agreement has no force or 


(5) Dés l’approbation d’un contrat de 
vente par le gouverneur en conseil, la Banque 


5 ne peut poursuivre ses activités que dans la 


mesure nécessaire pour permettre a ses admi- 
nistrateurs de poursuivre |’exécution du con- 
trat et de procéder a la liquidation de la 
Banque. 


6. (1) Un contrat de vente ne prend effet 


effect until it has been approved by the]10que sur approbation du gouverneur en 


Governor in Council. 


(2) The Governor in Council shall not 
approve a sale agreement unless the Minister 
recommends that the agreement be 
approved. 


(3) The approval by the Governor in 
Council of a sale agreement shall be evi- 
denced by an order of the Governor in Coun- 
cil and a copy of the order purporting to have 


conseil. 


(2) Le gouverneur en conseil ne peut 
approuver un contrat de vente que sur avis 
favorable du ministre. 


(3) L’approbation d’un contrat de vente 


par le gouverneur en conseil est constatée par 15 


un décret. Une copie du décret, certifiée par 
le greffier ou le greffier adjoint du Conseil 


annexed thereto a true copy of the agree- 20 privé pour le Canada et censée comporter en 


ment, certified by the Clerk or Assistant 
Clerk of the Privy Council for Canada, is in 


all courts and for all purposes, evidence of 


the agreement, of the due execution thereof, 


annexe une copie conforme du contrat, fait 


foi, devant tout tribunal et a toutes fins, du 20 


contenu du contrat, de la régularité de sa 
conclusion, de son approbation par le gouver- 


of its approval by the Governor in Council 25 neur en conseil et de la régularité de toutes 


and of the regularity of all proceedings in 
connection therewith. 


7. On the approval by the Governor in 
Council of a sale agreement, the purchasing 


les procédures s’y rattachant. 


Liquidation de 
la Banque 


Approbation du 
gouverneur en 
conseil 


Condition 


Preuve de 
l'approbation 


7. Dés l’approbation par le gouverneur en 25 Versement a un 


conseil d’un contrat de vente, la banque 


bank shall forthwith pay into a trust account 30 acheteuse verse sans délai dans un compte en 


designated by the Bank and the Corporation 
the amount of money payable to the Bank 
under the sale agreement by the purchasing 
bank. 


fiducie désigné par la Banque et la Société la 
somme d’argent qu’elle est tenue de payer a 
la Banque en vertu du contrat. 


8. (1) The sale agreement shall be submit-35 8. (1) Le contrat de vente est soumis aux 


ted to the shareholders of the Bank at a 


special meeting duly called for the purpose 


only of determining whether the shareholders 


approve the consideration obtained by the 


bank. 
(2) The directors of the Bank shall cause a 


copy of the sale agreement to be sent by 
registered mail to every shareholder of the 


referred to in subsection (1), together with a 


actionnaires de la Banque lors d’une assem- 


blée spéciale convoquée dans le seul but de 


déterminer si les actionnaires approuvent la 


contrepartie que la Banque a obtenue de la 35 
Bank for the assets sold to the purchasing 40 banque acheteuse pour les éléments d’actif 


vendus. 


(2) Les administrateurs de la Banque font 
parvenir une copie du contrat de vente, par 


I lettre recommandée, aux actionnaires de la 40 
Bank at his recorded address at least two45 Banque 4 leur adresse inscrite. La lettre est 
weeks prior to the date of the meeting 


accompagnée d’un avis indiquant les jour, 


heure et lieu de l’assemblée ainsi que d’une 


fiduciaire 


Assemblée 
spéciale 


Transmission 
de l’avis 


Resolution to 
be placed 
before 
shareholders 


Where 
resolution 
carried 


Where 
resolution not 
carried 


Assessor's 
duties 


Determination 
factors 


Report of 
assessor 


Bank of British Columbia 


notice of the time and place of the holding of 
the meeting and a management proxy 
circular. 


(3) At the meeting of the shareholders a 
resolution shall be placed before the share- 


holders to approve the consideration obtained 
by the Bank. 


9. (1) If, at the meeting of the sharehold- 
ers, the resolution referred to in subsection 
8(3) is carried by a majority of the votes cast 
by the shareholders present in person or 
represented by proxy at the meeting, the 
trust amount shall forthwith be released to 
the Bank. 


(2) If the resolution is not carried as 
described in subsection (1), the Governor in 
Council shall, as soon as practicable after the 
meeting of the shareholders, appoint an 
assessor. 


(3) As soon as practicable after his 
appointment, the assessor shall determine 


(a) as of the day immediately before this 
Act comes into force, the net realizable 
value, if any, of the assets less the obliga- 
tions of the Bank, hereinafter in this sec- 
tion referred to as the “net value’’; and 


(b) any net realizable value of the assets 
and obligations retained by the Bank 
under the sale agreement, hereinafter in 
this section referred to as the “net retained 
value”’. 


(4) In making the determination under 
subsection (3), the assessor shall take 
account of all such facts as the assessor 
deems relevant relating to the circumstances 
of the Bank including, without limiting the 
generality of the foregoing, the likelihood, in 
the absence of the sale agreement, 

(a) of profitability and continuing viabili- 

ty of the Bank as an independent bank; 

(b) of sale of the assets of the Bank other 

than to the purchasing bank; and 

(c) of the appointment of a curator or the 

winding up of the business of the Bank. 


(5) As soon as practicable after making a 
determination under this section, the assessor 


SEZ at 


circulaire de sollicitation de procuration 
émanant de la direction. Le délai entre la 
date de l’envoi des lettres recommandées et 
celle de l’assemblée est d’au moins deux 
semaines. =) 


(3) Lors de lassemblée spéciale, les 

5 actionnaires sont saisis d’une résolution por- 

tant approbation de la contrepartie que la 
Banque a obtenue. 


Résolution 


9. (1) Si, lors de l’assemblée, la résolution 10 Approbation 


visée au paragraphe 8(3) est approuvée par 
10 la majorité des voix exprimées par les action- 

naires présents ou représentés, le montant en 

fiducie est remis sans délai a la Banque. 


15 (2) Si la résolution n’est pas approuvée de 15 Reset 
la maniére prévue au paragraphe (1), le gou- 
verneur en conseil nomme, dans les meilleurs 


délais aprés l’assemblée, un évaluateur. 


Fonctions de 
20 l'évaluateur 


20 


(3) Dans les meilleurs délais aprés sa 
nomination, l’évaluateur détermine : 


a) la valeur nette réalisable des éléments 
d’actif moins les obligations de la Banque, 
la veille de l’entrée en vigueur de la pré- 
sente loi—appelée au présent article 
«valeur nette»; 

b) la valeur nette réalisable des éléments 
d’actif et des obligations retenus par la 
Banque dans le contrat de vente — appelée 
au present article «valeur nette retenue». 


25 
sd) 


30 


(4) Dans le cadre de la détermination qu’il 30 Critéres 
fait sous le régime du paragraphe (3), l’éva- 
luateur est tenu de prendre en considération 
35 tous les faits qu'il juge pertinents a la situa- 
tion générale de la Banque, notamment la 
possibilité, en l’absence du contrat de vente: 35 
a) pour la Banque de faire des profits et 
de continuer a exister de fagon indépen- 
dante; 
b) de vendre ses éléments d’actif a un 
acheteur autre que la banque acheteuse; 
c) de nommer un curateur ou de procéder 
a la liquidation de la Banque. 


40 


40 
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(5) Dans les meilleurs délais aprés avoir 
fait la détermination visée au présent article, 
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shall make a report to the Governor in Coun- _’évaluateur en fait rapport au gouverneur en 
cil, the Bank and the Corporation setting out _conseil, 4 la Banque et a la Société; le rap- 
therein the amount, if any, of the net value _ port indique la valeur nette et la valeur nette 
and the net retained value so determined. retenue qu’il a déterminées. 

(6) The determination and report of the 5 (6) La détermination et le rapport de 5 Détermination 
assessor are for all purposes final and conclu- _‘l’évaluateur en conformité avec le présent Sean 
sive and shall not be questioned or reviewed article sont définitifs; ils ne peuvent étre mis 


in any court. en question devant un tribunal ou révisés par 
celui-ci. 
(7) For the purposes of making a determi- (7) Afin de déterminer la valeur nette 1 Q Pouvoirs de 


: : : Pévaluateur 
nation under this section, the assessor has 10 réalisable des éléments d’actif en conformité 


and may exercise all the powers of a person _avec le présent article, |’évaluateur a tous les 
appointed as a commissioner under Part I of _ pouvoirs d’un commissaire nommé en vertu 
the Inquiries Act. de la partie I de la Loi sur les enquétes. 


(8) Where the assessor determines that the (8) Si ’évaluateur détermine que la valeur 15 Moonee 
net value is an amount equal to or greater 1S nette est égale ou supérieure au total du an ae 
than the aggregate of the trust amount plus montant en fiducie et de la valeur nette 


the net retained value, retenue, le montant en fiducie est remis sans 
(a) the trust amount shall forthwith be délai a la Banque et, dans la mesure ou la 
released to the Bank; and valeur déterminée est supérieure 4 ce total, la 20 


(b) to the extent that it is greater than 49 Société verse sans délai la difference a la 
that aggregate, the Corporation shall Banque. 

forthwith pay to the Bank the difference 

between the greater amount and that 

aggregate. 


(9) Where the assessor determines that the25 (9) Si l’évaluateur détermine que la valeur = Montant 
net value is an amount less than the aggre- _nette est inférieure au total du montant en ine 
gate of the trust amount plus the net retained _fiducie et de la valeur nette retenue, la partie 25 
value, there shall forthwith be released du montant en fiducie égale a la valeur 

(a) to the Bank such portion of the trust | d€terminée moins la valeur nette retenue est 

amount as was determined to be the net 30 remise sans délai 4 la Banque et le solde est 

value less the net retained value; and remis a la Société. 


(6) to the Corporation the remainder of 
the trust amount. 


(10) Notwithstanding subsections (8) and (10) Par dérogation aux paragraphes (8) 30 Renae de 
(9), the trust amount or any portion thereof 35 et (9), le montant en fiducie, ou la partie de ise 
that is to be released to the Bank under this _celui-ci, qui doit étre remis 4 la Banque sous 
section shall be released subject to the provi- _ le régime du présent article l’est sous réserve 
sions of the sale agreement including any des dispositions du contrat de vente notam- 
rights, remedies and protections provided in ment de celles qui accordent une protection, 35 


the agreement in favour of the purchasing40des droits ou des recours 4 la banque 
bank. acheteuse. 


DISSOLUTION DISSOLUTION 


10. (1) For the purposes of carrying out a 10. (1) Dans l’exécution d’un contrat de _ Lettres patentes 
sale agreement, the directors of the Bank vente, les administrateurs de la Banque peu- ne pet 
may resolve to liquidate and dissolve the vent décider de liquider et de dissoudre la 40 
Bank and, on behalf of the Bank, make an45 Banque et, au nom de celle-ci, présenter au 
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application to the Minister for letters patent 
dissolving the Bank, and in such case the 
application shall, subject to subsection (2), 
be deemed to have been made under section 
287 of the Bank Act. 


(2) For the purposes of subsection (1), 
section 287 of the Bank Act shall be read 
and construed as if 


(a) subsections (2) and (3) thereof were 
not applicable to the Bank; and 


(6) a reference in that section to subsec- 
tion (3) of that section were a reference to 
subsection (1) of this section. 


GENERAL 


11. On application therefor by the Bank 


without a special resolution, the Minister15du gouverneur en conseil, 


may, with the approval of the Governor in 
Council, approve a proposal to change the 
name of the Bank. 


12. Neither Her Majesty in right of 
Canada nor the Corporation nor any person 20 la Société ou une personne agissant en leur 20 


acting on behalf of Her Majesty or the Cor- 
poration is liable to any person for anything 
in good faith done or omitted to be done 
under this Act. 


Published under authority of the Speaker of the House of Commons by the 
Queen’s Printer for Canada 


Available from the Canadian Government Publishing Center, Supply and 
Services Canada, Ottawa, Canada K1A 0S9 


ministre une demande de lettres patentes de 
dissolution; cette demande est, sous réserve 
du paragraphe (2), réputée avoir été présen- 
tée en vertu de l’article 287 de la Loi sur les 


5 banques. 


(2) Pour l’application du paragraphe (1), 
article 287 de la Loi sur les banques s’inter- 
préte comme si : 


a) ses paragraphes (2) et (3) ne s’appli- 


10 quaient pas a la Banque; 


b) un renvoi a son paragraphe (3) était un 
renvoi au paragraphe (1) du _présent 
article. 


DISPOSITIONS GENERALES 
11. Le ministre peut, avec |l’autorisation 
Banque de changer sa dénomination sociale 


si elle lui en présente la demande sans y étre 
autorisée par une résolution spéciale. 


12. Ni Sa Majesté du chef du Canada ni 


nom ne sont responsables envers qui que ce 
soit en raison de leurs actes ou omissions 
accomplis de bonne foi sous le régime de la 
présente loi. 


35 Exiz. Il 
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Publié en conformité de |’autorité du Président de la Chambre des communes 


par ’Imprimeur de la Reine pour le Canada 
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En vente: Centre d’édition du gouvernement du Canada, Approvisionnements et 
Services Canada, Ottawa, Canada KIA 0S9 


APPENDIX ‘‘C”’ 
SALE AGREEMENT 


THIS AGREEMENT made the 27th day of November, 1986. 
BETWEEN: 


BANK OF BRITISH COLUMBIA, one of the 
chartered banks of Canada, 
(herein called the ‘‘Vendor’’) 
OF THE FIRST PART 
AND: 


HONGKONG BANK OF CANADA, one of the 
chartered banks of Canada, 
(herein called the “*‘Purchaser’’) 
OF THE SECOND PART 


WHEREAS: 
A. The Vendor and the Purchaser each carry on the business of banking under the Act; 


B. The Vendor and the Purchaser have concluded that the business of the Vendor should be transferred to the 
Purchaser and that this can most effectively be done as part of a winding-up of the Vendor; 


C. The Minister of Finance has approved in writing the making of such an agreement by the Vendor and Purchaser; 
D. Parliament has enacted the legislation to enable this transaction to proceed (herein called the ‘‘Enabling Act’’); 


E. The shareholder of the Purchaser has approved the acquisition and assumption by the Purchaser of the 
Purchased Assets and Assumed Liabilities; 


F. All requisite governmental approvals for the transactions described in this Agreement have been obtained other 
than the Governor in Council Approval; 


G. In accordance with the foregoing, the Vendor proposes to sell its undertaking and substantially all of its 
property and assets to the Purchaser as a going concern, and the Purchaser proposes to purchase such undertaking, 
property and assets in accordance with the Act and the Enabling Act; 


NOW THEREFORE in consideration of the premises and the agreements hereinafter contained, the parties 
hereto hereby covenant and agree as follows: 


ARTICLE 1 
INTERPRETATION 


1.1 Definitions 


In this Agreement, including the recitals and Exhibits and Memoranda, the following terms shall have the 
following respective meanings: 


(a) ‘‘Act’’? means the Bank Act (Canada); 


(b) *‘Adjusted Draft Statement’’ means the statement based on the Draft Statement adjusted by the Purchaser 
and attached as Exhibit 7; 


(c) “‘Adjustment Date’’ means December 1, 1986 and ‘‘ Adjustment Time’’ means 12:01 a.m. Vancouver time 
on the Adjustment Date; 


50 


(d) 


(e) 


(f) 


(g) 


(h) 


(k) 


(t) 


(u) 


(v) 
(w) 


(x) 
(y) 
(Z) 
(aa) 


(bb) 


‘‘Agreement’’ means this Agreement as the same may be amended from time to time, and the expressions 
‘‘hereof’’, “‘herein’’, ‘‘hereto’’, ‘‘hereunder’’, ‘‘hereby’’, and similar expressions refer to this 
Agreement; 


‘‘Assumed Liabilities’’ shall have the meaning attributed thereto in Section 3.1; 


‘‘Available Amount’’ means the portion, if any, of the balance referred to in section 4.2(b) which is 
released to the Vendor in accordance with the Enabling Act in excess of $5,000,000; 


‘‘Business Day’’ means any day on which the Purchaser is open for banking business in the Province of 
British Columbia; 


‘‘Cash Purchase Price’? means the amount payable pursuant to Section 4.2(b); 


‘*Closing’’ means the formal completion of the purchase and sale of the Purchased Assets hereunder by the 
transfer and delivery of certain documents of title thereto; 


‘*Closing Date’’ means the date of Governor in Council Approval; 


‘‘Deposit Bank’’ means the Canadian chartered bank designated by the Vendor and Canada Deposit 
Insurance Corporation; 


‘‘Draft Statement’? means the draft unaudited consolidated financial statements of the Vendor as at 
October 31, 1986 attached as Exhibit 6; 


‘Enabling Act’’ has the meaning set out in Recital D hereto; 

‘‘Escrow Agreement’’ means the agreement attached as Exhibit 5; 

‘‘Escrow Amount’’ shall have the meaning attributed thereto in the Escrow Agreement; 
‘‘Excluded Loans’’ means the loans described in Memorandum 6; 


‘*Governor in Council Approval’? means the approval of this Agreement by the Governor in Council 
pursuant to the Enabling Act; 


‘*Head Office Land’’ means the real property described in Memorandum 3; 


‘*Head Office Lease’’ means rights and obligations of the Vendor to lease branch and head office premises 
situate in the building located on the Head Office Land; 


‘‘HSBC’’ means The Hongkong and Shanghai Banking Corporation, a bank established under the laws of 
Hong Kong; 


‘‘Non-Transferable Asset’’ means any asset comprising part of the Purchased Assets where the consent or, 
in the case of a guarantee, a confirmation or renewal thereof from a third party is required in order to sell or 
transfer such asset to the Purchaser or to permit the Purchaser to use, enjoy and dispose of such asset or, in 
the case of a guarantee, to rely upon it for future advances to the same extent as the Vendor is now entitled 
to use, enjoy and dispose of or rely upon the same, 


‘*Pension Plan’’ means the Vendor’s pension plan; 


‘*Person’’ means any individual, partnership, company, corporation, unincorporated association, trust, 
government or government agency, authority or entity howsoever designated or constituted; 


‘*Post-Closing Statement’’ means the statement prepared by the Purchaser pursuant to Section 5.3 hereof; 
‘*Purchase Price’’ means the amount calculated in accordance with the provisions of Section 4.1; 
‘‘Purchased Assets’’ shall have the meaning attributed thereto in Section 2.1; 


‘*Purchaser’s Auditors’’ means the firm of Peat, Marwick, Mitchell & Co. or such other firm of auditors 
as the Purchaser may appoint for the purpose of this Agreement and the matters contemplated hereby; 


‘*Purchaser’s Counsel’’ means the firm of Ladner Downs or such other counsel as the Purchaser may 
appoint for the purpose of this Agreement and the matters contemplated hereby; 
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(cc) ‘‘Retained Assets’’ means the property and assets of the Vendor that are described in Exhibit 4; 
(dd) ‘‘Retained Liabilities’’ shall have the meaning attributed thereto in Section 3.2; 
(ee) ‘‘Review Period’’ shall have the meaning attributed thereto in Section 5.3; 


(ff) ‘‘Time of Closing’’ means 3:00 p.m. Vancouver time, on the Closing Date or such other time as the parties 
mutually agree; 


(gg) ‘‘Vendor’s Auditors’? means Thorne, Ernst & Whinney or such other firm of auditors as the Vendor may 
appoint for the purpose of the Agreement and the matter contemplated hereby; 


(hh) ‘‘Vendor’s Domestic Subsidiary’? means any one of the following: 
TQX Realty Holdings Ltd. 
23251 Alberta Ltd. 
BBC Investments Ltd., 
BBC Realty Investments Limited, 
BBC Realty Ltd., 
Westbank Leasing Limited, 
Bank of British Columbia Mortgage Corporation, 
Bank of British Columbia Financial Services Corporation, 
HKM Holdings Ltd. 
and ‘‘Vendor’s Domestic Subsidiaries’? means all such corporations; 


(ii) ‘‘Vendor’s Foreign Subsidiary’? means any one of the following: 
Bank of British Columbia Financial Corp. (H.K.) Limited, 
Bank of British Columbia (International) Limited 

and ‘‘Vendor’s Foreign Subsidiaries’? means all such corporations; 


(jj) ‘‘Vendor’s Subsidiary’’ means any one of the Vendor’s Domestic Subsidiaries or the Vendor’s Foreign 
Subsidiaries and ‘‘ Vendor’s Subsidiaries’’ means collectively the Vendor’s Domestic Subsidiaries and the 
Vendor’s Foreign Subsidiaries; 


(kk) ‘‘Vendor’s Counsel’’ means the firms of Tory Tory DesLauriers & Binnington and Russell & DuMoulin 
or such other counsel as the Vendor may appoint for the purpose of this Agreement and the matters 
contemplated hereby; 


(ll) ‘‘Employee Benefits Plans’’ means: 


(1) the Bank of British Columbia Health and Welfare Trust constituted by a Trust Agreement dated Ist 
January 1986 and made between the Vendor (1) and John Thores, Grant Spitz and Tim Dillon as 
Trustees (2); 


(2) the Registered Retirement Savings Plan constituted by an agreement dated Ist January 1986 made 
between the Vendor (1) and Canada Trust Company (2); 


(3) the Employee Benefit Plan constituted by an agreement dated 16 December 1985 and made between 
the Vendor (1) and Yorkshire Trust Company (2); 


(4) the Bank of British Columbia Dental Trust; and 
(5) the Bank of British Columbia Travel Accident Policy. 


1.2 Divisions, Headings and Index 


The division of this Agreement into articles, sections and exhibits and memoranda and the insertion of headings 


and any index provided are for convenience of reference only and shall not affect the construction or interpretation 
hereof. 


1.3. Gender and Number 


Unless the context otherwise requires, words importing the singular include the plural and vice versa and words 


importing gender include all genders. 
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1.4 Proper Law of Agreement 


This Agreement shall be governed by and construed in accordance with the laws of the Province of British 
Columbia and the laws of Canada applicable therein. 


1.5 Invalidity of Provisions 


The invalidity or unenforceability of any provision of this Agreement shall not affect the validity or enforceabil- 
ity of any other provision hereof and any such invalid or unenforceable provision shall be deemed to be severable. 


1.6 Amendment of Agreement 


No amendment, waiver or termination of this Agreement shall be binding unless executed in writing by the 
party to be bound thereby. No waiver of any provision of this Agreement shall be deemed or shall constitute a waiver 
of any other provision nor shall any such waiver constitute a continuing waiver unless otherwise expressly provided. 


1.7 Successors and Assigns 


This Agreement shall be binding upon and shall enure to the benefit of the parties hereto and their respective 
successors but this Agreement may not be assigned in whole or in part by either party without the prior written 
consent of the other party. 


1.8 Currency 


All amounts herein are stated in Canadian currency except as otherwise indicated. 


1.9 Description of Exhibits 


The following are the exhibits to this Agreement: 

Exhibit 1 — Form of Post-Closing Statement (Section 1.1(g) and 5.3) 

Exhibit 2 — Form of Report of Purchaser’s Auditors on the Post-Closing Statement (Section 5.3) 
Exhibit 3 — Form of Post-Closing Agreement (Section 10.6) 

Exhibit 4 — Description of Retained Assets (Section 2.2) 

Exhibit 5 — Form of Escrow Agreement (Section 5.3) 

Exhibit 6 — Draft Statement 

Exhibit 7 — Adjusted Draft Statement 


1.10 Description of Memoranda 


The following are memoranda initialled by the parties for reference in connection with this Agreement: 
Memorandum | — Description of Litigation (Sections 3.2(d) and 6.1(m)) 

Memorandum 2 — Description of Leases (Section 6.1(s) and 9.2(a)) 

Memorandum 3 — Description of Head Office Land 

Memorandum 4 — Description of Asset Write Down 

Memorandum 5 — Description of Real Property (Section 6.1(s) 

Memorandum 6 — Description of Excluded Loans (Section 1.1(p)) 

Memorandum 7 — Description of Letters of Guarantee (Section 3.2(1)) 

Memorandum 8 — Arbitration procedure. 


ARTICLE 2 
PURCHASE OF ASSETS 


2.1 Purchased Assets 


Upon and by virtue of Governor in Council Approval being given the Vendor shall sell and the Purchaser shall 
purchase on the Closing Date, as a going concern, all of the cash, deposits, prepaid expenses, business, undertaking, 
property and assets, real and personal, moveable and immoveable, tangible or intangible of the Vendor, including: 


(a) the shares of the Vendor’s Domestic Subsidiaries, 


(b) as trustee for HSBC or such other person or persons HSBC may direct other than the Purchaser, but not as 
beneficial owner, the shares of the Vendor’s Foreign Subsidiaries, 


and the benefit of all contractual rights and rights by way of security, other than the Retained Assets (herein 
collectively called the ‘‘Purchased Assets’’ which, for greater certainty, shall include Non-Iransferable Assets). 
2.2 Retained Assets 


The Purchaser shall not purchase from the Vendor any of the Retained Assets more particularly described in 
Exhibit 4. 


ARTICLE 3 
ASSUMPTION OF LIABILITIES 


3.1 Assumed Liabilities 


Upon and by virtue of Governor in Council Approval, the Purchaser shall assume and become liable instead of 
the Vendor to discharge all of the obligations and liabilities, actual, contingent or otherwise of the Vendor on the 
Closing Date except for the Retained Liabilities. The obligations and liabilities to be so assumed by the Purchaser are 
hereinafter collectively called the ‘‘Assumed Liabilities’ and, without limiting the generality of the foregoing, shall 
include: 


(a) indebtedness to the Bank of Canada; 

(b) deposit liabilities; 

(c) subordinated debentures and other funded obligations of the Vendor; 

(d) bankers’ acceptances; 

(e) customer guarantees and letters of credit; 

(f) cheques and other items in transit, net; 

(g) the guarantees by the Vendor of the indebtedness of the Vendor’s Subsidiaries; 
(h) the leases referred to in Memorandum 2 and related agreements; 

(i) accrued interest payable; 

(j) trade accounts payable; 


(k) subject to Section 10.3 and Section 3.2(g), employment contracts, Pension Plan, Employee Benefit Plans 
and any other similar plans or arrangements; and 


(1) other liabilities agreed to be assumed including, notwithstanding any other provision of this Agreement, 
any other liabilities reflected as Assumed Liabilities in the Post-Closing Statement. 
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3.2 Retained Liabilities 


The Purchaser shall not assume or become liable to discharge any of the Vendor’s obligations and liabilities 
hereinafter set forth in this Section 3.2, and the Vendor shall remain liable to discharge all such obligations and 
liabilities not so assumed (the whole being hereinafter collectively called the ‘‘Retained Liabilities’’): 


(a) liabilities related to Retained Assets including without limiting the generality of the foregoing all expenses 
in connection with the Head Office Lease and Head Office Land whether with respect to rent or leasehold 
improvements; 


(b) any indebtedness or liability of the Vendor for any income or corporation taxes, assessments or levies 
including, without limitation, deferred income taxes, whether or not related to the purchase and sale 
contemplated hereby except for the portion of the following amounts appearing in the Draft Statement that 
relate to the Vendor or the Vendor’s Subsidiaries: 


Corporation capital tax $1,258,198 
Income taxes payable S013 
Withholding tax 142,683: 


(c) except as included under Other Liabilities in the Adjusted Draft Statement, any indebtedness or liability 
incurred by the Vendor and not reflected in the Adjusted Draft Statement arising out of any matter or 
transaction which was not in the conduct of the banking business of the Vendor on a going concern basis 
including, without limitation, any indebtedness or liability arising out of any agreement, covenant or 
undertaking given by the Vendor in connection with the sale by the Vendor to any Person of any Retained 
Asset; 


(d) any indebtedness or liability incurred by the Vendor arising out of any action, suit, litigation, arbitration or 
proceeding in progress, pending or threatened against the Vendor including the litigation described in 
Memorandum |; 


(e) all claims of shareholders with respect to capital stock of the Vendor; 


(f) all liabilities for unpaid dividends on capital stock of the Vendor declared or accrued prior to the Closing 
Date; 


(g) all liabilities to the Chairman of the Board of the Vendor; 
(h) any guarantee of any indebtedness or liability of REIT Properties Ltd.; and 


(i) any liability under letters of guarantee referred to in Memorandum 7; 


3.3 Repayment of Funded Obligations 


Notwithstanding the provisions of Section 3.1(c), the Purchaser retains the right to pay on the Closing Date to 
the trustees under the trust indentures for any subordinated debentures or other funded obligations of the Vendor 
which may be redeemed on the Closing Date, such amounts as are required to discharge any such debentures or 
funded obligations. Any amounts (including without limitation, accrued interest after the Closing Date, premiums 
and trustees fees and disbursements) required to be paid to discharge such debentures or funded obligations over and 
above the amount shown on the Draft Statement, shall be for the account of the Purchaser and shall be paid by the 
Purchaser to the party to whom it is payable. 


3.4 Repayment of Bank of Canada Indebtedness 


On the Closing Date, the Purchaser shall repay all of the outstanding indebtedness of the Vendor to the Bank of 
Canada. 


ARTICLE 4 
PURCHASE PRICE 


4.1 Calculation of Purchase Price 


The Purchase Price shall be the amount at which the Purchased Assets are shown on the Adjusted Draft 
Statement less any amount determined in accordance with Section 5.3(d). 


4.2 Satisfaction of Purchase Price 
The Purchase Price shall be satisfied as follows: 


(a) by assumption or payment by the Purchaser of the Assumed Liabilities as shown on the Adjusted Draft 
Statement; and 


(b) as to the balance of $63,535,000 by bank draft at par delivered on the Closing Date at Vancouver, British 
Columbia, to the Deposit Bank on behalf of the Vendor in accordance with the Enabling Act. 


4.3 Allocation of Purchase Price 


The Purchase Price shall be allocated among the Purchased Assets in accordance with the Adjusted Draft 
Statement unless the Purchase Price is decreased in which case in accordance with the Post-Closing Statement. 


ARTICLE 5 


THE DRAFT STATEMENT, ADJUSTED DRAFT STATEMENT AND 
THE POST-CLOSING STATEMENT 


5.1 Draft Statement of the Vendor 


The Draft Statement has been prepared by the Vendor and is a draft unaudited consolidated financial statement 
of the Vendor as at October 31, 1986 prepared in compliance with section 216 of the Act and generally accepted 
accounting principles as modified by the rules, regulations and guidelines issued by the Office of the Inspector 
General of Banks on a basis consistent with the Vendor’s prior financial year. The Purchaser’s Auditors shall have 
full and complete access to the working papers and related documents of the Vendor and the Vendor’s Auditors and 
shall be entitled to discuss with the Vendor’s Auditors and the officers and employees of the Vendor, any matters 
pertaining to the preparation of the Draft Statement. 


5.2 Adjusted Draft Statement 


The Purchaser has prepared the Adjusted Draft Statement by adjusting the entries on the Draft Statement to 
reflect the write down of assets described in Memorandum 4 and the deletion of the entries relating to the Retained 
Assets and the Retained Liabilities. 


5.3 Post-Closing Statement 


The Purchaser shall prepare a draft Post-Closing Statement of the Purchased Assets and the Assumed Liabilities 
as at the Adjustment Time as soon as feasible thereafter. The Post-Closing Statement shall be substantially in the 
form attached as Exhibit | and shall be prepared in accordance with the generally accepted accounting principles as 
modified by the rules, regulations and guidelines issued by the Office of the Inspector General of Banks and on a 
going concern basis consistent with the Draft Statement, but adjusted to reflect the adjustments made to the Draft 
Statement as evidenced in the Adjusted Draft Statement including without limiting the generality of the foregoing: 


(a) the recording of the write down in the assets of the Vendor as described in Memorandum 4 


(b) the deletion of the Retained Assets and the Retained Liabilities; 
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and neither party, nor the Vendor’s Auditors nor the Purchaser’s Auditors shall contend that such provision and 
values are more or less than adequate. 


LE: 


(c) the Post-Closing Statement discloses that the amount of the Purchased Assets exceeds the amount of the 
Assumed Liabilities by $62,535,000 or more then the Purchase Price shall not be adjusted; or 


(d) the Post-Closing Statement discloses that the amount of the Purchased Assets does not exceed the amount 
of the Assumed Liabilities by at least $62,535,000, then the Purchase Price shall be reduced by the 
difference between the Cash Purchase Price and the amount calculated as the ‘‘Cash Portion of the 
Purchase Price’’ in the Post-Closing Statement and the Purchaser shall deliver the draft Post-Closing 
Statement to the Vendor accompanied by a draft report of the Purchaser’s Auditors in the form of Exhibit 2 
attached hereto as soon as possible, together with a letter from the Purchaser’s Auditors to the effect that 
they are prepared to sign such report upon resolution of any objections raised by the Vendor as hereinafter 
contemplated. 


During the course of preparation of the draft Post-Closing Statement, and during the period (herein called the 
‘‘Review Period’’) of 10 days (or such longer period as the parties hereto may agree in writing) following the date of 
delivery of the draft Post-Closing Statement by the Purchaser to the Vendor, the Vendor and the Vendor’s Auditors 
shall have full and complete access to the working papers and related documents of the Purchaser’s Auditors and 
shall be entitled to discuss with the Purchaser’s Auditors and the officers and employees of the Purchaser, any matter 
pertaining to the preparation of the draft Post-Closing Statement. During the Review Period, the Vendor shall be 
entitled to object to the amount at which any item is shown on or reflected in the draft Post-Closing Statement (other 
than those items referred to in subparagraph (a) in the first paragraph of this section). The Vendor and Purchaser shall 
attempt to resolve any permitted objections and to agree on acceptable revisions to the draft Post-Closing Statement 
prior to the expiry of the Review Period and the Purchaser shall deliver a revised draft Post-Closing Statement 
reflecting any agreed revisions, accompanied by a draft report of the Purchaser’s Auditors in the form of Exhibit 2. If 
any such objections have not been so resolved by the end of the Review Period, the Vendor may, by written notice to 
the Purchaser delivered on the last day of the Review Period, elect to have the matters in dispute submitted to and 
settled by arbitration in accordance with the provisions of the arbitration memorandum initialled by the parties for 
identification. The parties agree that no matter shall be referred to arbitration unless it 1s material. 


Any such written notice shall specify the amount which the Vendor disputes. Any matter relating to the draft 
Post-Closing Statement (other than the items referred to in sub-paragraph (a) of the first paragraph of this section 5.3) 
which affects the Purchase Price may be submitted to arbitration including, without limitation: 


(e) the amount at which any asset or liability should be shown or reflected in the draft Post-Closing Statement; 
or 


(f) any question as to whether any asset or liability should be shown or reflected in the draft Post-Closing 
Statement; or 


(g) any question as to the accounting rules or principles applicable to the determination of any amount shown 
or reflected in the draft Post-Closing Statement. 


If, on the fifth Business Day after the end of the Review Period, the Vendor has not commenced the arbitration 
proceeding by delivering a Complaint (as defined in the arbitration memorandum), the draft Post-Closing Statement, 
including such revisions, if any, as have been agreed to by the Vendor and Purchaser, shall be deemed to be the 
Post-Closing Statement and the Purchaser shall deliver to the Vendor a signed report of the Purchaser’s Auditors in 
the form of Exhibit 2 attached hereto. If any matters have been submitted to arbitration, upon final resolution of those 
matters, the Purchaser shall prepare and deliver to the Vendor, within five (5) Business Days of the arbitrator's 
decision being rendered, the Post-Closing Statement reflecting the final results of such decision, together with the 
signed report of the Purchaser’s Auditors in the form of Exhibit 2. 


5.4 Purchase Price Repayment 


Following delivery to the Vendor of the Post-Closing Statement, the Purchaser shall be entitled to repayment of 
the amount determined in accordance with Section 5.3(d). An officer of the Purchaser shall execute and deliver to 
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the Deposit Bank the statutory declaration referred to in the Escrow Agreement and the repayment shall be paid to the 
Purchaser by the Deposit Bank in accordance with the provisions of the Escrow Agreement. 


5.5 Retained Assets and Retained Liabilities Adjustment 


The Vendor and the Purchaser shall adjust between them any amounts received or paid by the Vendor on 
account of the Retained Assets or the Retained Liabilities between October 31, 1986 and the Adjustment Date. The 
intent of this provision is that the Vendor shall have the benefit of all cash receipts and the Purchaser shall be 
reimbursed for all cash outgoings during such period relating to the Retained Assets and the Retained Liabilities. The 
amount of the adjustment shall be calculated by the Purchaser and set out in a certificate of an officer of the Purchaser 
which certificate shall be delivered within 20 days of the Adjustment Date and shall be paid by the party required to 
make payment within 5 days of receipt of the certificate. In the event of a dispute between the parties with respect to 
this section either party may have recourse to the arbitration procedure set forth in Memorandum 8. 


ARTICLE 6 
REPRESENTATIONS AND WARRANTIES 


6.1 By the Vendor 


The Vendor represents and warrants to the Purchaser as follows and acknowledges that the Purchaser is relying 
upon such representations and warranties in connection with its purchase of the Purchased Assets and its assumption 
of the Assumed Liabilities: 


(a) INCORPORATION. The Vendor is duly incorporated and organized and is validly subsisting as a 
chartered bank under the Act and each Vendor’s Subsidiary is duly incorporated and organized and is a 
valid and subsisting corporation under the laws of the jurisdiction in which it was incorporated; 


(b) CORPORATE POWER. The Vendor and each Vendor’s Subsidiary have the corporate power to own or 
lease its properties and assets; the Vendor has the corporate power to carry on its business but, following 
the date of the Governor in Council Approval, only in the course of winding-up; the Vendor has the full 
corporate power to enter into this Agreement and to sell the Purchased Assets as contemplated hereby; 


(c) STATUS. The Vendor and each Vendor’s Subsidiary is in good standing with respect to the filing of 
annual reports in each jurisdiction in which the nature of its business or the properties and assets owned or 
leased by it makes qualification necessary and each has all the powers, licences, franchises and permits 
which it requires to own its properties and assets and to carry on its business; 


(d) AUTHORITY RELATIVE TO THIS AGREEMENT. The entering into, execution and delivery of this 
Agreement by the Vendor has been duly authorized by the directors of the Vendor; 


(e) NO RIGHTS TO PURCHASED ASSETS. No Person, other than the Purchaser pursuant to this Agree- 
ment, has any right or agreement to acquire any of the Purchased Assets; 


(f) RIGHT TO SELL. Subject to the provisions of Section 9.4 hereof, neither this Agreement nor the sale of 
any of the Purchased Assets nor the assumption of the Assumed Liabilities hereunder will contravene, 
breach or result in any material default under the charter or the by-laws of the Vendor or of any of the 
Vendor’s Subsidiaries or under any indenture, mortgage, security agreement, lease, agreement, licence or 
permit to which the Vendor or any of the Vendor’s Subsidiaries is a party or by which any of their property 
and assets is bound, except that consents to assignments must first be obtained where required from the 
appropriate Person or under any law (statutory or otherwise), rule, regulation, order, judgment or decree 
applicable to the Vendor or any of the Vendor’s Subsidiaries; 


(g) CHANGES SINCE OCTOBER 31, 1986. Except as disclosed to the Purchaser in writing, neither the 
Vendor nor any of the Vendor’s Subsidiaries has, since October 31, 1986, entered into any contract, 
commitment or transaction other than in the ordinary course of business and, since that date: 


(i) the business of the Vendor has generated an operating profit excluding provisions for loan losses and 
consumer loans more than 90 days in arrears; 
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(h) 


(i) 


Q) 


(k) 


(1) 


(m) 


(ii) there has not been any increase in the compensation or other benefits payable or to become payable by 
the Vendor or any Vendor’s Subsidiary to any of its directors, officers or employees, or any increase 
in the benefits provided to any such person under the Pension Plan or the Employee Benefit Plans or 
any other employee benefit plans or arrangements, other than routine adjustments consistent with the 


prior practices of the Vendor except for certain bonuses to senior employees aggregating not more 
than $200,000; 


EMPLOYEES, CONTRACTS OR COMMITMENTS. Except as previously disclosed to the Purchaser in 
writing, neither the Vendor nor any Vendor’s Subsidiary is now a party to: 


(i) any continuing contract or commitment for the purchase or lease of materials, supplies, equipment or 
services or any contract relating to participation in a credit card/ATM network other than in the 
ordinary course of business; 


(ii) any written contract or commitment for the employment of any officer, employee or agent; 


(iii) any other contract or arrangement, express or implied with any officer or employee which would 
require more than six months notice of termination of such employment; 


(iv) any contract with or commitment to any labour union or employee association; or 


(v) any bonus, pension, profit sharing, deferred compensation retirement, hospitalization, insurance of 
similar plan or practice, formal or informal, with respect to its employees or others; 
nor has the Vendor or any Vendor’s Subsidiary conducted negotiations with respect to any contract or 
commitment of the nature referred to in clause (iv) above nor are there any current attempts known to 
the senior officers of the Vendor to organize or establish any labour union or employee association 
with respect to the Vendor or any Vendor’s Subsidiary; 


NO DEFAULT. Neither the Vendor nor any Vendor’s Subsidiary is in default or in breach in any material 
respect of any provision of this Agreement or of any other contract, agreement, trust deed, lease, 
indenture, mortgage, security agreement, licence, permit or other instrument of a material nature relating 
to the Purchased Assets or the Assumed Liabilities to which it is a party or by which it or any of its 
properties or assets may be bound, and there exists no state of facts which, after notice or lapse of time or 
both, would constitute such a default or breach; 


TITLE TO PROPERTIES AND ASSETS. All the Purchased Assets are owned by the Vendor and all the 
assets of each of the Vendor’s Subsidiaries are owned by such Vendor’s Subsidiaries, in each such case 
with good and marketable title, free and clear of all mortgages, liens, pledges, charges, security interests, 
title retention agreements, encumbrances, claims or demands of any nature or kind whatsoever except as 
reflected in the Draft Statement and are freely assignable to the Purchaser except as provided herein; 


ZONING, RESTRICTIONS AND ENCROACHMENTS. The buildings and other structures located on 
each parcel of real or immovable property owned or leased by the Vendor or any Vendor’s Subsidiary 
included in the Purchased Assets and the operation and maintenance thereof as now operated and 
maintained, comply in all material respects with all applicable laws and regulations, municipal or 
otherwise; none of such buildings or other structures encroaches upon any real or immovable property not 
owned by the Vendor or one of the Vendor’s Subsidiaries and there are no restrictive covenants, municipal 
by-laws or other laws or regulations which in any way materially restrict or prohibit the use of any such real 
or immovable property, buildings or structures for the purposes for which they are presently being used. 
This warranty only applies to bank premises; 


ASSETS IN GOOD CONDITION. All buildings, structures and all material machinery and equipment 
included in the Purchased Assets and the assets of the Vendor’s Subsidiaries are in good operating 
condition and in a state of reasonable maintenance and repair; 


LITIGATION. There is no action, suit, litigation, arbitration or proceeding in progress, pending or 
threatened against or relating to the Vendor or any of the Vendor’s Subsidiaries and affecting or likely to 
affect any of the Purchased Assets or the Assumed Liabilities except as described in Memorandum | of a 
material nature and there is no circumstance, matter or thing known to the Vendor which might give rise to 
any such proceeding relative to the Vendor or any Vendor’s Subsidiary or its or their properties or business 
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and there is not outstanding against the Vendor or any Vendor’s Subsidiary any judgment, decree, 
injunction, rule or order of a material nature of or by any court, arbitrator, government department, 
commission, board, bureau or agency and there is no claim that may result in any person obtaining rights 
against the Purchased Assets in priority to the rights of the Purchaser; 


INSURANCE. The properties and assets of the Vendor and of each Vendor’s Subsidiary are insured on a 
replacement cost basis with responsible insurers against such risks as are usual for prudent owners of 
comparable properties and assets engaged in similar businesses and the Vendor has taken out adequate 
Banker’s Blanket Bond Insurance in accordance with reasonable banking practice. Neither the Vendor nor 
any Vendor’s Subsidiary is in breach of or in default under the provisions of any such policy of insurance 
or has failed to give any notice or pay any premium or present any claim under any such insurance policy; 


MATERIAL FACTS. The Vendor and its management have supplied to the Purchaser all information 
known to it necessary to enable the Purchaser to make an informed assessment of the business, assets and 
liabilities of the Vendor and the Vendor’s Subsidiaries; 


INDUSTRIAL OR INTELLECTUAL PROPERTY. The trade names, trade marks, patents, designs, 
copyrights and other industrial or intellectual property used in whole or in part in, or required for the proper 
carrying on of, the business of the Vendor and each Vendor’s Subsidiary are validly and beneficially 
owned by the Vendor or such Vendor’s Subsidiary, as the case may be, with the sole and exclusive right to 
use the same and are in good standing and duly registered in all appropriate offices in Canada to preserve 
the rights thereof and thereto and the conduct of such business does not infringe upon any trade name, trade 
mark, patent, design, copyright or other industrial or intellectual property of any other Person; 


RESIDENT OF CANADA. The Vendor is a resident of Canada for the purposes of the Income Tax Act 
(Canada); 


LEASES. Neither the Vendor nor any Vendor’s Subsidiary is a party to any lease or agreement in the 
nature of a lease, whether as lessee or as lessor, of real property, except for the leases described in 
Memorandum 2, the Head Office Lease and the lease of the Head Office Land, all of which are in good 
standing and in full force and effect except for branch leases listed in Part D of Memorandum 2; neither the 
Vendor nor any Vendor’s Subsidiary nor any landlord or tenant under any such lease in good standing and 
in full force and effect is in breach in any material respect of any of the covenants, conditions or 
agreements contained in any such lease and the entering into of this Agreement will not give any landlord 
the right to terminate a lease; 


REAL PROPERTY. Neither the Vendor nor any Vendor’s Subsidiary owns or has any interest in or is a 
party to any agreement to purchase any real property, except the interest of BBC Realty Ltd. as vendor 
under certain agreements for sale of real property to employees of the Vendor and Vendor’s Subsidiaries 
and the Head Office LeaSe or as described in Memoranda 2, 3 and 5; 


COMPLIANCE WITH APPLICABLE LAWS. The Vendor and each Vendor’s Subsidiary has conducted 
and is conducting its business in compliance, in all material respects, with all applicable laws, rules and 
regulations of each jurisdiction in which such business is carried on and is not in breach of any such laws, 
rules or regulations, except for breaches which in the aggregate are immaterial; 


VACATION PAY. Employees of the Vendor and each Vendor’s Subsidiary receive vacations rather than 
vacation pay and no accrued vacation liability is reflected in the Draft Statement except following 
termination of employment, and the Draft Statement reflects, as liabilities, only amounts owing with 
respect to vacation pay consequent upon termination of employment. All amounts owing with respect to 
bonuses, commissions and other employee benefit payments owing on the Closing Date will also be 
reflected as liabilities on the Post-Closing Statement; 


PENSION PLAN. 


(i) The text of the Pension Plan and of the trust agreement therefor as delivered to the Purchaser, are true 
and complete copies thereof and the Vendor shall not make any amendments thereto without the prior 
written consent of the Purchaser; 


(ii) The Pension Plan is duly registered under the provisions of the Income Tax Act (Canada) and the 
Pension Benefits Standards Act (Canada); 
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(ii) All material reports and disclosures relating to the Pension Plan required by this Agreement and any 
applicable laws or regulations have been filed or distributed; 


(iv) All material Vendor obligations (including fiduciary and funding obligations) required to be per- 
formed in connection with the Pension Plan, have been performed by the Vendor; 


(v) The data with respect to the Pension Plan provided to the Purchaser is complete and accurate in all 
material respects; and 


(vi) To the best of the knowledge of the senior officers of the Vendor, no withdrawals of assets, including 
cash, have been made from the assets from time to time held in trust for the Pension Plan since the 
establishment of the Pension Plan, except for the purpose of paying or arranging for the payment of 
benefits in accordance therewith; 


(w) LOAN DOCUMENTS. In respect of the loan portfolio of the Vendor included in the Purchased Assets, 
each of the borrowers has the authority to borrow in accordance with the terms of the loan, any promissory 
note furnished by a borrower has been properly executed and delivered, where a security or guarantee is 
required by the terms of the transaction, such security or guarantee has been properly executed and 
delivered and any registration or filing reasonably required to protect such security has been made (or, in 
the exercise of business judgment, not made) and, where necessary, has been renewed. The Purchaser 
shall promptly notify the Vendor in writing of any matter of which it becomes aware which would make 
this representation and warranty incorrect and the Vendor shall not be accountable to the Purchaser 
hereunder if such matter is rectified prior to the 45th day following the Closing Date; 


(x) CORRECT ON CLOSING DATE. The representations and warranties of the Vendor contained in this 
Article 6 will be true and correct on and as of the Closing Date with the same effect as if made on and as of 
such date; 


(y) EMPLOYEE BENEFITS PLAN. 


(1) The text of the Employee Benefits Plans and of the agreements constituting the same as delivered to 
the Purchaser are true and complete copies thereof and the Vendor shall not make any amendments 
thereto without the prior written consent of the Purchaser; 


(11) The Employee Benefits Plans have been established and comply and are administered in accordance 
with all relevant applicable laws; 


(111) All material reports and disclosures relating to the Employee Benefits Plans required by virtue of this 
Agreement or any applicable laws or regulations have been filed or distributed; 


(iv) All material Vendor obligations (including fiduciary and funding obligations) required to be per- 
formed in connection with the Employee Benefits Plans have been performed by the Vendor; 


(v) The data with respect to the Employee Benefits Plans provided to the Purchaser is complete and 
accurate in all material respects; 


(vi) To the best of the knowledge of the officers of the Vendor, no withdrawals have been made from any 
of the Employee Benefits Plans except strictly in accordance with the terms thereof; and 


(vii) there are no employee benefits plans other than the Employee Benefits Plans. 


6.2 By the Purchaser 


The Purchaser represents and warrants to the Vendor as follows and acknowledges that the Vendor is relying 
upon such representations and warranties in connection with its sale of the Purchased Assets: 


(a) INCORPORATION AND POWER. The Purchaser is duly incorporated and organized and is validly 
subsisting as a chartered bank under the Act and has full corporate power to purchase and own the 
Purchased Assets, to assume the Assumed Liabilities and to enter into, execute and deliver this 
Agreement; and 


(b) AUTHORITY RELATIVE TO THIS AGREEMENT. The entering into and the execution and delivery of 
this Agreement by the Purchaser has been duly authorized by the directors and shareholder of the 
Purchaser. 
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6.3 Effect of Breach of Representation or Warranty 


Subject to Section 6.4 hereof, notwithstanding anything herein contained or any rule of law to the contrary, the 
Purchaser and the Vendor agree that any breach of any representation or warranty contained in this Article 6 or failure 
or inability to deliver a document provided for in Section 9.2 or Section 9.3 shall give rise only to a claim for 
damages. It is agreed that there shall be no claim against the Vendor under this section in respect of a breach of the 
representations and warranties contained in Article 6 which occurred after the Closing Date and which arises from 
any action which has been approved by the Purchaser in accordance with Section 7.2(b). 


6.4 Survival of Representations and Warranties 


The representations and warranties contained in this Article 6 or in any certificate or document delivered 
pursuant to Sections 9.2 or 9.3, shall survive the Closing for a period of 60 days and notice of any claim (conforming 
with Section 6.3) for any alleged breach of any such representation or warranty shall be given by the party claiming 
such breach to the other party within such period of 60 days. 


6.5 Limitations 


The liability of the Vendor with respect to any rights of the Purchaser arising under section 6.3 shall be subject 
to the following limits: 


(a) the Vendor shall not be subject to any liability under section 6.3 unless the aggregate amount of the 
Vendor’s liability under that section is in excess of $3,000,000; 


(b) any claims asserted by the Purchaser under section 6.3, 


(i) shall not be payable until the Available Amount has been released in accordance with the Enabling 
Act; 


(ii) shall not, cumulatively, obligate the Vendor to make payments to the Purchaser after aggregate 
payments reach an amount equal to the Available Amount but this provision shall restrict the liability 
of the Vendor only by an amount equal to the excess of the Cash Purchase Price over the Available 
Amount. 


ARTICLE 7 
MATTERS PRIOR TO APPROVAL 


7.1 Investigation 


Up to and including the Closing Date, the Vendor shall give to the Purchaser and to its duly authorized 
representatives, including the Purchaser’s Auditors and the Purchaser’s Counsel, during normal business hours and 
at such other times as may be reasonably required, full access to all the properties and assets, books, contracts, 
commitments and records of the Vendor and of each Vendor’s Subsidiary and shall furnish to them all such 
information relating to the undertaking, business, affairs, properties and assets of the Vendor and each Vendor’s 
Subsidiary as the Purchaser may reasonably require. 


7.2 Ordinary Course of Business 


(a) Up to the Closing Date, the Vendor shall use its best endeavours to promote the interests and maintain the 
goodwill of the Vendor and each Vendor’s Subsidiary. 


(b) Upto the Closing Date, the Vendor shall use its best efforts to operate its business and the businesses of the 
Vendor’s Subsidiaries in the ordinary course and shall not, without the prior written consent of the 
Purchaser, enter into or permit any Vendor’s Subsidiary to enter into any contract, commitment or 
transaction other than: 


(i) in the ordinary course of its business and in any event not exceeding $5,000,000, or 


(ii) in value or a transaction relating to the disposal of Retained Assets. 


62 


7.3 Insurance 


Until the Closing Date, the Vendor shall maintain or cause to be maintained in full force and effect all policies 
and contracts of insurance which are now in effect (or renewals thereof) under which it and each Vendor’s Subsidiary 
and/or their respective properties are insured. The Vendor shall, at the request and expense of the Purchaser: 


(a) place such additional insurance on any such insurable assets and/or place such additional public liability or 
other insurance as the Purchaser may reasonably request; 


(b) assign all assignable insurance policies to the Purchaser; and 


(c) transfer to the Purchaser all rights to premium refunds with respect to non-assignable insurance policies. 


7.4 Risk of Loss 


Up to the Closing Date, the Purchased Assets shall be and remain at the risk of the Vendor. 


7.5 Indemnification 


The Vendor acknowledges that the Purchaser has agreed to the inclusion of the shares of BBC Realty Ltd. as 
part of the Purchased Assets on the basis that, after the transfers, the Vendor will provide full indemnification 
(including legal fees and related expenses) against the cost involved in certain litigation relating to premises in 
Cranbrook. The Vendor and the Purchaser will work together forthwith after the Closing to develop an appropriate 
indemnification procedure including a pledge, letter of credit or other suitable security whereby the Purchaser will be 
fully protected. 


ARTICLE 8 
EFFECTIVENESS AND POSSESSION 


8.1 In accordance with the Enabling Act, this Agreement has no force or effect until Governor in Council Approval 
is obtained. In the event that Governor in Council Approval is not obtained on or before December 3, 1986, either 
party may give notice terminating this Agreement. This Agreement shall be terminated accordingly and both the 
Vendor and the Purchaser shall be released from all their respective obligations hereunder and shall have no liability 
to each other. 


8.2 It is acknowledged and agreed by the parties hereto that, as provided in the Enabling Act, upon Governor in 
Council Approval, the Purchased Assets vest in the Purchaser and the Purchaser becomes liable for the Assumed 
Liabilities as at the Closing Date. On the Closing Date, the Purchaser shall assume possession and control of the 
Purchased Assets and, subject to Section 10.3, shall be liable for the Assumed Liabilities. On the Closing Date, the 
Vendor shall forthwith deliver to the Purchaser possession of all premises included in the Purchased Assets and all 
documents of title, books, records, lists of suppliers and customers and other documents, files and data relating to the 
Purchased Assets and the Assumed Liabilities and the Vendor’s business. 


ARTICLE 9 
CLOSING 


9.1 Closing 


The Closing shall take place at the Time of Closing on the Closing Date at the offices of the Purchaser’s Counsel 
or at such other place as may be agreed upon between the parties. 


9.2 Formal Transfers 


(a) At the Time of Closing or as soon thereafter as is reasonably possible, the Vendor shall, subject to the 
provisions of Section 9.4 hereof, deliver or cause to be delivered to the Purchaser, all formal and separate 
deeds, documents of title, conveyances, bills of sale, transfers, assignments, indentures, instruments, 
estoppel certificates, approvals, consents (including all necessary consents and approvals to the assign- 


63 


ment of trust deeds and trust indentures, leases agreements and contracts which require such consents or 
approvals), confirmations, renewals and any other documents reasonably necessary or desirable to effect 
the assignment, transfer and sale of the Purchased Assets to the Purchaser. In the case of the leases 
described in Memorandum 2, all consents and approvals of landlords which are required shall provide the 
landlords’ consents to the assignment and where appropriate, the landlord’s consent shall permit the name 
of the building covered by the lease to be changed to a name including the word *‘Hongkong’”’ and shall 
grant to the Purchaser: 


(i) the benefit of all provisions and covenants which run in favour of the Vendor relating to non- 
competition and other exclusive rights in the building; and 


(ii) the right to replace all of the Vendor’s signs with signs bearing the name and logo designated by the 
Purchaser. 


(b) Ifthe Vendor is unable, with reasonable diligence (but not requiring the expenditure of money), to arrange 
for the delivery on the Closing Date of any documents relating to the transfer or assignment of any of the 
Purchased Assets then the Purchaser will not be entitled to require the delivery thereof or to claim damages 
for non-delivery or inability to assign by reason of being unable to obtain consents of third parties but the 
Vendor and the Purchaser will thereafter cooperate in endeavouring to obtain such of the missing 
documents as the Purchaser considers desirable and the Vendor shall be considered the trustee for the 
Purchaser of all Purchased Assets affected by such missing documents until the documents are executed 
and delivered or the Purchaser advises that the missing documents are not required. 


9.3 Delivery of Certificates and Evidence 
At the Time of Closing, the Vendor shall deliver to the Purchaser: 


(a) afavourable opinion of the Vendor’s Counsel addressed to the Purchaser and the Purchaser’s Counsel and 
dated the Closing Date on the matters represented in paragraphs 6.1(a), (b), (c), (d) and (f), except as 
specified in such opinion, and as to such other matters as the Purchaser’s Counsel may reasonably request; 
and 


(b) a certificate made on behalf of the Vendor by two senior Officers of the Vendor designated by the 
Purchaser that, on and as of the Closing Date, all representations and warranties set out in Section 6.1 are 
true and correct or indicating any respects in which they are not correct and all changes since October 31, 
1986. 


9.4 Transfers Requiring Third Party Consent 


In the event that, in respect of any Non-Iransferable Asset, the requisite consent, confirmation or renewal of a 
third party has not been obtained by the Vendor at the Closing Date, the Vendor shall hold the same in trust for the 
Purchaser and shall administer the same, including the collection of any and all monies owing thereunder or in 
connection therewith, and shall account in full to the Purchaser within five (5) Business Days following the end of 
each month otherwise than in connection with guarantees with respect to all such Non-Iransferable Assets under 
administration by the Vendor during such month. The Vendor agrees to continue to use its best efforts, following the 
Closing Date, to obtain the consents, confirmations or renewals of third parties in respect of the transfer of such 
Non-Iransferable Assets to the Purchaser and, upon obtaining the same, shall forthwith deliver to the Purchaser all 
relevant documentation, referred to in Section 9.2, relating to such Non-Iransferable Assets. 


9.5 Prime Rate 


The Vendor will continue, following the Closing Date, to publish as its prime rate or prime lending rate the rate 
in effect from time to time as the Purchaser’s prime rate or prime lending rate. 


9.6 Vendor Maintain Corporate Existence 


The Vendor covenants and agrees that it will maintain its corporate existence as long as the Purchaser may 
reasonably require it to do so so as to enable the Vendor to comply with the provisions of Sections 9.2, 9.4 and 9.5 
with respect to material Non-Transferable Assets and the prime rate following the Time of Closing. 
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ARTICLE 10 
GENERAL MATTERS 


10.1 Vendor’s Obligation to Assist in Transfer of Purchased Assets 


The Vendor shall take all necessary steps and proceedings to permit the Purchased Assets to be duly and validly 
transferred to the Purchaser and to permit the Assumed Liabilities to be duly assumed by the Purchaser. 


10.2 Employees 


The Purchaser confirms that it will offer employment, effective the Closing Date, to all existing employees of 
the Vendor (other than to the Chairman of the Board). Following the Closing Date, any employee termination cost 
shall be for the account of the Purchaser. 


10.3 Pension Arrangements 


(a) The Vendor shall be responsible for all obligations in respect of benefits accrued up to the Closing Date 
under the Pension Plan in respect of employees of the Vendor who accept the offers of employment made 
to them pursuant to Section 10.2 (the “‘Assumed Employees’’); 


(b) The Purchaser confirms that subject to completion of the transfer referred to in sub-paragraph 10.3(c)(ili) it 
will continue to provide employee pension benefits to all Assumed Employees which are substantially the 
same as the benefits to which they would be entitled under the Pension Plan; 


(c) The Vendor and the Purchaser shall satisfy their obligations under this Section 10.3 as follows: 


(i) Within 120 days following the Closing Date, but effective as of the Closing Date, the Purchaser shall 
establish a new pension plan (the ‘‘Purchaser’s Plan’’) on exactly the same terms as the current 
Pension Plan (including guarantees that currently exist in the Pension Plan for prior service accounts, 
prior service benefits and for current service accounts since January 1, 1986). The Purchaser’s Plan 
shall have a first plan year from the Closing Date to December 31, 1987 and shall assume all liabilities 
of the Pension Plan from the Closing Date in respect of the Assumed Employees; 


(ii) Within 30 days following the Closing Date, the Vendor’s actuary shall prepare and deliver to the 
Vendor and the Purchaser an actuarial certification setting out the amount as of the Closing Date equal 
to the aggregate of all account balances (comprising prior service account balances) and actuarial 
reserves (based upon the actuarial assumptions set forth in the January 1, 1986 Actuarial Valuation 
Report of the Pension Plan Actuary) for prior service benefits for the Assumed Employees. The 
foregoing account balances shall include interest at the rate, net of investment expenses, earned on a 
market value basis on the assets of the Pension Plan for the period January 1, 1986 to the Effective 
Date; 


(iii) Within 30 days of receipt of such actuarial certificate, the Vendor shall apply for the necessary 
government approvals for the transfer of assets to the Purchaser ’s Plan equal to the amount calculated 
in paragraph (ii) above, adjusted for interest and other benefit payments up to the Transfer Date as 
described in paragraph (e) hereof. Such transfer shall be in the form of cash and shall be effective on 
the last day of the month which is 15 days following the date on which the Purchaser notifies the 
Vendor that all necessary government approvals are received (the date on which such transfer is to be 
made is hereinafter called the ‘*‘Transfer Date’’); 


(iv) From the Closing Date to the Transfer Date, the Purchaser shall pay all contributions required under 
the Pension Plan directly into a trust fund to be established for this purpose, and all amounts in such 
trust fund shall be transferred to the Purchaser’s Plan on the Transfer Date. The Vendor shall 
otherwise continue to administer the Pension Plan in the same manner as it is being administered on 
the Closing Date, unless otherwise agreed in writing by the Vendor and the Purchaser; and 


If it is finally determined by a Court or other authority having jurisdiction (after all appeal periods 
have expired) that there is any obligation as to benefits accrued under the Pension Plan for service up 
to the Closing Date that is not provided for by this Agreement then such obligation shall be the 
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responsibility of the Vendor and shall be discharged as directed by the Court or other authority having 
jurisdiction. 

(d) The Purchaser confirms that it will make, from and after the Closing Date, on a timely basis, all 
amendments to the Purchaser’s Plan which are from time to time required by Revenue Canada or the 
Pension Benefits Standards Act (Canada) including, without restriction, the amendments to become 
effective on January 1, 1987 and to take necessary steps so that any employee of the Vendor who accepts 
the offer of employment from the Purchaser and whose employment terminates after the Closing Date, 
will be treated, for pension purposes, no less favourably than would be the case if these amendments had 
been made on the Closing Date and included a provision recognizing past service in the application of the 
requirement that benefits be vested after two years of service. 


(e) Inthe event that any Assumed Employee terminates service, dies or retires prior to the Transfer Date, the 
amount of his account balances shall be calculated equal to the value established as of the Closing Date 
plus interest at the rate of 6% per annum up to the date of termination of service, retirement or death, plus 
the contributions made by the Purchaser into the trust fund described in paragraph 10.3(c)(iv), together 
with interest at the rate of 6% per annum on one half of such contributions. The amount transferable under 
paragrah 10.3(c)(iii) above shall equal the amount determined in paragraph 10.3(c)(ii) above less the 
amount as of the Closing Date paid from the Pension Plan to Assumed Employees who terminate service, 
retire or die prior to the Transfer Date together with interest at the rate of 6.75% from the Closing Date to 
the Transfer Date. 


10.4 Carrying on Business as Successor 


The Purchaser shall have the exclusive right, after Governor in Council Approval has been given, to represent 
itself as the successor to the business, undertaking, property and assets of the Vendor, other than the Retained 
Assets, and to expressly name the Vendor in connection with any such representation and in connection therewith 
shall be entitled to the name and trading style of the Vendor and any variation thereof subject to the approval of the 
Inspector General of Banks. Before June 1, 1987, the Vendor shall change its name. In the meantime, the Vendor 
shall not use its name in connection with carrying on banking business except to carry out this Agreement and wind 
up the business of the Vendor. 


10.5 Transfer and Sales Taxes 


The Purchaser shall pay all federal and provincial sales taxes and all other taxes, duties or other like charges 
payable upon or in connection with the sale, assignment or transfer of the Purchased Assets by the Vendor to the 
Purchaser. 


10.6 Use of Premises and Personnel 


In recognition of the fact that the Vendor will require the use of certain of the Purchaser’s resources after the 
Closing Date, such as premises, employees, computer system and related facilities, in order to manage the disposal 
of the Retained Assets, deal with litigation, and to wind up its affairs in an orderly manner, the Purchaser agrees to 
provide to the Vendor such resources as may be reasonably required for the purpose in accordance with an agreement 
in the form annexed hereto as Exhibit 3. 


10.7 Expenses and Fees 


Each of the Vendor and the Purchaser will bear its own legal, financial advisory fees and out-of-pocket 
expenses in connection with the negotiation, preparation, approval and delivery of this Agreement and the 
consummation of the transaction contemplated herein PROVIDED THAT the Purchaser will pay all such expenses 
of the Vendor as are included in the Assumed Liabilities. 


10.8 Certain Letters of Guarantee 


In the event drawings are made against the letters of guarantee referred to in Memorandum 7 and the customer 
on whose behalf the letters of guarantee were issued is unable to reimburse the Vendor immediately for such 
drawings, the Purchaser will co-operate with the Vendor and to the extent legally possible will provide the Vendor 
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with a security interest in the security granted by such customer, which security interest will rank subordinate to the 
Purchaser’s interest in such security. 


10.9 Non-Competition 


The Vendor will not for a period of five (5) years engage in, own, operate or control any business in the 
Provinces of British Columbia or Alberta similar to the business of a Canadian chartered bank, except as the Vendor 
may be required to collect, service and dispose of the Retained Assets in the course of liquidation and dissolution. 


10.10 Non-Canadian Branches 


Unless the Purchaser obtains the right to maintain any of the branches of the Vendor located outside of Canada, 
the Vendor will at the request and expense of the Purchaser close all such branches as soon as practicable after the 
Closing Date. 


10.11 Confidentiality 


If the transaction provided for herein is not completed, the Purchaser will not, directly or indirectly, use for its 
Own purposes Or communicate to any other Person, any confidential information or trade secrets relating to the 
Vendor or its business which become known to the Purchaser or its representatives as a result of the Vendor making 
the same available in connection with this transaction. 


10.12 Notices 


Any notice or other communication required or permitted to be given hereunder, shall be in writing and may be 
given either by telex or by hand and, if telexed, shall be deemed to have been received on the next Business Day 
following the dispatch and acknowledgment of receipt by the recipient’s telex machine or, if delivered by hand, shall 
be deemed to have been received at the time it is delivered if delivered prior to 5 p.m. Vancouver time on any 
Business Day and in any other case, on the next Business Day. Notices shall be addressed as follows: 


(a) if to the Vendor: 


BANK OF BRITISH COLUMBIA 
17th floor 

555 Burrard Street 

Vancouver, B.C. 

Vie 

Attention: Chief Executive Officer 


with a copy to: 


J. Thomas English 
Russell & DuMoulin 
1075 West Georgia St. 
Vancouver, B.C. 

V6E 3G2 

Telex No. 04 53197 


(b) if to the Purchaser: 


HONGKONG BANK OF CANADA 
1818 Granville Square 

200 Granville Street 

Vancouver, B.C. 

V6C IL3 

Attention: M.E. Nesmith 

Telex No. 04 507750 
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with a copy to: 


W.T. Wilson 

Ladner Downs 

Barristers & Solicitors 
2400-700 W. Georgia Street 
Vancouver, B.C. 

VTY 1A8 

Telex No. 04 507553 


Notice of change of address shall be governed by this Section 10.12. 


10.13 Time of Essence 


Time shall be the essence of this Agreement. 


10.14 Further Assurances 


The parties hereto agree to promptly do, make, execute, deliver or cause to be done, made, executed or 
delivered all such further acts, documents and things as the other party hereto may reasonably require for the purpose 
of giving effect to this Agreement, whether before or after the Closing Date. 


The Vendor hereby irrevocably appoints the Purchaser and any successor of the Purchaser and the proper 
officers from time to time of the Purchaser and of any successor of the Purchaser and each of them the attorney and/or 
attorneys for the Vendor and in its name and stead to make, do and execute all such further and other acts, deeds and 
things, devises, conveyances and assurances whatsoever for the better and more perfectly and absolutely conveying 
and assuring the Purchased Assets and every part thereof with appurtenances unto the Purchaser, its successors and 
assigns as by counsel for the Purchaser or its successors and assigns shall be reasonably advised or required. So long 
as the Vendor maintains its corporate existence, the Purchaser shall notify the Vendor, in writing, of the Purchaser’s 
use of the power hereby granted and hereby agrees to indemnify and save harmless the Vendor from and against any 
claims whatsoever and from and all liability, cost or expenses incurred by the Vendor arising out of the use of this 
power by the Purchaser. 


10.15 Brokerage and Commissions 


The Vendor agrees to indemnify and save harmless the Purchaser from and against any claims whatsoever for 
any brokerage, commission or other remuneration claimed by any broker, agent or other intermediary who acted for 
the Vendor in connection with the transaction contemplated by this Agreement. The Purchaser agrees to indemnify 
and save harmless the Vendor from and against any claims whatsoever for any brokerage, commission or other 
remuneration claimed by any broker, agent or other intermediary who acted for the Purchaser in connection with the 
said transaction except to the extent such claims are included in the Assumed Liabilities. 


10.16 Announcements 


The parties hereto agree that no disclosure or public announcement with respect to this Agreement or any of the 
transactions contemplated by this Agreement shall be made by any party hereto without the prior written consent of 
the other party hereto. 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement on the day and year first above 


written. 
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BANK OF BRITISH COLUMBIA 


By; (Signed) J.A. Thomas 
(Signed) H.J. Bow Cs. 


HONGKONG BANK OF CANADA 


By; (Signed) M.E. Nesmith 


(Signed) J.H. Cleave Cas 


EXHIBIT 1 TO THE 
SALE AGREEMENT 


POST-CLOSING STATEMENT 


Prepared in accordance with the Asset Purchase Agreement dated 


November , 1986 between Hongkong Bank of Canada and Bank of British Columbia 


as at the Effective Time 


($000’s) 
Purchased Assets (including assets of Purchased Subsidiaries) ........ $ 
Cash Res@urcesy 2203. i% jacrois sata taseateaas ce eek etacea ore eae ned oie 
SeCUnties eo eee tA ee re rete a ok 0 alte aka ae ee Me ewe 


Purchases Price} 5 «2 ote ins boa elo ee ee 


Assumed Liabilities j.as.t Gece wich. See en Se 
Deposits 2. Ta hh Cae bee See as Seo Ree es ORE SNE 
Secured, Notes:ae.. os Seahorse § . coe a ee Pee 
Bank: Debentures «2. a. tao be gia ge ee ee eee 
Other (excluding Retained Liabilities but including 

elabilities Gt. Purchased SUDSICIaNCS) cece eee rns ere ae 


Aotal, Assumed Liabilities). ss aan oe Oe ee oe eee 
Excess of Purchased Assets over Assumed Liabilities ............... 


Adjustment specified in Section 5.2 of the 
PASSE, PUrcnaSe A OTECMED( 20 ots ita Ae ee en ee 


Cash Portion of Purchase Price (Purchase Price less 
seamed: Eiabilittes) i koe ok es cocaine oe RC aot ene 


Notes to Post-Closing Statement 


Il. 


The Post-Closing Statement has been prepared in accordance with the provisions of the Asset Purchase Agreement and the accounting 


practices referred to therein. 


2. Securities are valued in accordance with Section 5.3 of the Asset Purchase Agreement. 


3. Loans are stated net of agreed specific provisions specified in Section 5.3 of the Asset Purchase Agreement. 
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EXHIBIT 2 TO THE 
SALE AGREEMENT 


AUDITORS’ REPORT 


To the Directors of 
BANK OF BRITISH COLUMBIA 
and to 
HONGKONG BANK OF CANADA 


We have examined the ‘‘Post Closing Statement’ as defined in the Asset Purchase Agreement dated November 
26, 1986 between Bank of British Columbia and Hongkong Bank of Canada as at the ‘‘Adjustment Time’’. Our 
examination was made in accordance with generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circumstances. 


In our opinion, the accompanying ‘‘Post Closing Statement’’ presents fairly the ‘Purchase Price’’ and 
‘‘Assumed Liabilities’? of Bank of British Columbia as these terms are defined in, and in accordance with, the 
above-mentioned Asset Purchase Agreement. 


Vancouver, Canada 
December , 1986 


whi 


EXHIBIT 3 TO THE 
SALE AGREEMENT 


POST-CLOSING AGREEMENT 
THIS AGREEMENT made as of the day of November, 1986, 
BETWEEN: 


HONGKONG BANK OF CANADA, one of the 
chartered banks of Canada, 
(herein called ‘‘HBC’’) 


AND: 


BANK OF BRITISH COLUMBIA, one of the 
chartered banks of Canada, 
(herein called ‘“BBC’’) 


WHEREAS: 


A. Pursuant to an agreement of purchase and sale dated November , 1986 (the ‘‘Sale Agreement’’) HBC has 
purchased substantially all of the banking assets of BBC; 


B. Inconsequence BBC’s former senior officers and employees are no longer available to it in these capacities, its 
business having been substantially assumed by HBC; and 


C. BBC requires assistance in disposing of the Retained Assets (as defined in the Sale Agreement) and operating 
BBC in accordance with the requirements of the Bank Act and the Bank of British Columbia Business Continuation 
Act (the ‘‘Enabling Act’’); 


D. HBC is willing to make certain of its officers and employees available to provide consulting advice to BBC and 
its board of directors in respect of the disposition of the Retained Assets and the conduct of its affairs in other respects 
and to provide office space and clerical and administrative services to BBC for the period and on the terms 
hereinafter set forth. 


NOW THEREFORE, in consideration of the premises and mutual covenants contained herein, and intending to 
be legally bound, the parties hereto agree as follows: 


1. INTERPRETATION 


1.01 All terms used herein shall have the meaning set forth in the Sale Agreement unless otherwise specified. 


2. OBLIGATIONS OF HBC 


2.01 HBC hereby agrees to make certain of its officers and employees available to BBC as consultants to assist 
BBC and its board of directors in seeking opportunities for the orderly disposition of the Retained Assets and in 
administering the affairs of BBC in accordance with the requirements of the Bank Act and the Enabling Act. In 
particular HBC agrees to make available to BBC the services of the individuals designated by BBC and HBC who 
have been particularly involved with the transactions that are the subject matter of the Sale Agreement, while such 
individuals are employees of HBC, on a consulting basis at such time as is reasonable having regard to BBC’s 
requirements but also to their responsibilities as officers and employees of HBC. 


It is agreed that such individuals may take such action as is reasonably requested by the board of directors of 
BBC in operating the business of BBC to the extent permitted by the provisions of the Bank Act and the Enabling Act 
which may include: 


(a) taking such action as is necessary to carry out BBC’s remaining obligations under the Sale Agreement; 


(b) seeking offers for the sale of the Retained Assets and negotiating the terms and conditions of the sale 
thereof; 
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(c) defending against any claims or proceedings that may be asserted or initiated against BBC by third parties; 


(d) carrying out such other activities as may reasonably be requested by the board of directors of BBC in 
connection with the foregoing and with the distribution of its remaining assets to its shareholders. 


2.02 HBC agrees to provide the office space and administrative and clerical services necessary to enable BBC to 
operate its business in accordance with the Bank Act and the Enabling Act and to provide employees to make all 
applicable filings required by the provisions of the Bank Act and the Enabling Act or any other statutes or regulations 
applicable to BBC. 


2.03 Each of BBC and HBC will provide the other with such access to books, records and other information as 
may be reasonably necessary for the conduct of their respective business activities, including filing of income tax 
and similar matters. 


2.04 Each of BBC and HBC covenants to respect the confidentiality of all information concerning the business 
and affairs of the other of them which is not otherwise available to the public. 


2.05 This agreement shall take effect and the obligations of HBC hereunder shall commence immediately after the 
closing of the sale of the Purchased Assets pursuant to the Sale Agreement and shall continue until the issue of letters 
patent dissolving BBC under the Bank Act or on such earlier date as is specified by BBC in a written notice to HBC; 
for greater certainty, HBC acknowledges that BBC may deliver such a notice at its sole discretion and without 
thereby incurring any liability to HBC. The provisions of section 2.04 shall survive the termination of this 
agreement. 


2.06 HBC and BBC acknowledge that ultimate responsibility for the management of the business and affairs of 
BBC remains with the board of directors of BBC. 
3. LIABILITIES OF HBC AND BBC 


BBC shall be responsible for paying all out of pocket expenses incurred on its behalf by the persons made 
available by HBC hereunder and that are related to their services to BBC. HBC shall be reimbursed monthly by BBC 
an amount equal to the cost to HBC of providing administrative, secretarial and clerical services and office space. 
4. FEES 


In consideration of HBC making available the services of the persons referred to in Section 2.01 hereof, BBC 
will pay to HBC fees at hourly rates to be determined from time to time by agreement between BBC and HBC, both 
acting in good faith. 

5. LIABILITY OF HBC 


5.01 In acting in any capacity set forth in this Agreement HBC shall incur no liability for any actions taken or 
omitted hereunder. 


5.02 BBC agrees to indemnify and hold harmless HBC from and against any and all losses, costs, claims and 
liabilities which it may suffer or incur by reason of any matter or thing which HBC may do or have done or cause to 
be done pursuant to the terms of this Agreement. 

6. JURISDICTION 


This Agreement shall be governed by and construed under the laws of the Province of British Columbia. 


7. NOTICE 


Any notice required or permitted to be given hereunder shall be properly given if given in accordance with the 
notice provisions of the Sale Agreement. 


IN WITNESS WHEREOEF the parties hereto have executed this Agreement on the day and year first above 
written. 


HONGKONG BANK OF CANADA 

By: je et 
a Se i en 

BANK OF BRITISH COLUMBIA 

By: 2222 Se 


ee Se ee 


74 


EXHIBIT 4 TO THE 
SALE AGREEMENT 


DESCRIPTION OF EXCLUDED LOANS 


Certain loans outstanding to the Vendor having an aggregate principal amount of $21,912,607.49 and an 
aggregate net book value of $15,341,607.49 comprised of the loans described in Memorandum 4. 


1) 


EXHIBIT 5 TO THE 
SALE AGREEMENT 


ESCROW AGREEMENT 
THIS AGREEMENT made as of the 27th day of November, 1986. 
AMONG: 


BANK OF BRITISH COLUMBIA, one of the chartered 
banks of Canada, 
(“BBC’ “) 
OF THE FIRST PART 


AND: 


HONGKONG BANK OF CANADA, one of the chartered 
banks of Canada, 
(HBE) 
OF THE SECOND PART 


AND: 


THE ROYAL BANK OF CANADA, one of the chartered 
banks of Canada, 
(the ‘‘Deposit Bank’’) 
OF THE THIRD PART 


WHEREAS: 


(A) By agreement dated 27 November, 1986 made between BBC and HBC (the ‘Sale Agreement’’) BBC agreed to 
transfer and assign to HBC and HBC agreed to acquire and assume from BBC certain assets and liabilities; 


(B) The monetary consideration payable by HBC under the Sale Agreement on Closing (the ‘‘Trust Amount’’) is to 
be paid into a trust account (the ‘‘Trust Account’’) designated by BBC and Canada Deposit Insurance Corporation 
(“‘CDIC’’) and released in accordance with the provisions of the Bank of British Columbia Business Continuation 
Act (the “‘Act’’); 


(C) The Sale Agreement provides for post-closing adjustments between the parties and in order to assure the 
completion of such adjustments and to establish a fund from which claims for breaches of warranties or representa- 
tions by BBC may be satisfied, the parties have entered into this Agreement; 


THEREFORE in consideration of the mutual covenants and agreements hereinafter contained, the parties agree 
as follows: 


DEFINITIONS 


1 Expressions defined in the Sale Agreement have the same meanings when used in this Agreement. 


DEPOSIT AND HOLDING OF FUNDS 


Det BBC and HBC will concurrently herewith enter into an agreement with CDIC providing, inter alia, for the 
delivery to the Deposit Bank of that portion, if any, of the Trust Amount required to be released to BBC pursuant to 
the Act. 


2.2 The Deposit Bank will receive and hold all funds received pursuant to section 2.1 into an account specially 
opened for that purpose (the ‘‘Escrow Account’’) and shall hold such funds together with interest thereon (but after 
deducting its own charges and expenses) in trust and will release such funds only in accordance with the provisions of 
this Agreement. In this Agreement *‘Escrow Amount’’ means the funds so received and for the time being held in the 
‘‘Escrow Account’’ pursuant to this Agreement and all interest accrued thereon but after deducting the charges and 
expenses of the Deposit Bank referred to in Section 4.2. 
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2.3. The Deposit Bank will invest the Escrow Amount only in bank deposits, certificates of deposit, treasury bills 
and like securities as may be designated jointly by BBC and HBC provided that such investments shall be rated R-1 
by Dominion Bond Rating Service or A-1 by Canadian Bond Rating Service. 


2.4 BBC and HBC will execute and deliver such additional documents to CDIC and the Deposit Bank as may be 
required for the delivery of funds to the Deposit Bank as contemplated in this Section 2. 


2.5 BBC, HBC and the Deposit Bank acknowledge and confirm that, the full amount of the Escrow Amount will 
be held in trust for HBC and BBC as their respective interests may arise pursuant to this Agreement. 


RELEASE OF FUNDS 


3.1 Notwithstanding any of the provisions of this Agreement, the Escrow Agreement may not be released to 
BBC, and may only be released to HBC pursuant to Sections 3.2 and 3.4 of this Agreement, prior to the sixtieth day 
following the Closing. 


3.2 If HBC becomes entitled to a repayment pursuant to Section 5.4 of the Sale Agreement (an ‘‘Adjustment 
Claim’’) it may direct the Deposit Bank to release forthwith to HBC from the Escrow Account the amount referred to 
in paragraph (b) below by delivering concurrently to the Deposit Bank and BBC: 


(a) a statutory declaration substantially in the form attached as Schedule A sworn by a director or the chief 
financial officer of HBC; and 


(b) an irrevocable written direction of HBC directing the Deposit Bank to release to HBC or to its order the 
lesser of: 


(1) the amount of the Adjustment Claim; and 
(11) the Escrow Amount, 


and, without further notice to or authorization from BBC, the Deposit Bank shall forthwith comply with such 
direction or, if the Escrow Amount has not yet been credited to the Escrow Account, the Deposit Bank shall comply 
with such direction forthwith upon the Escrow Account being so credited. 


3.3 If at any time prior to the sixtieth day following the Closing, HBC considers that it has a claim or claims 
against BBC for breach of representations and warranties contained in Section 6.1 of the Sale Agreement in an 
aggregate amount exceeding $3,000,000 (a ‘‘Warranty Claim’’), or prior to such date but following delivery of a 
draft Post-Closing Statement pursuant to Section 5.3 of the Sale Agreement, it considers it will have an Adjustment 
Claim, it may direct the Deposit Bank to receive and hold or to continue to hold the amount referred to in paragraph 4 
of the statutory declaration referred to below in the Escrow Account pending settlement or final determination of the 
Warranty Claim or, as the case may be, delivery of the final Post-Closing Statement pursuant to Section 5.3 of the 
Sale Agreement by delivering concurrently to the Deposit Bank and BBC a statutory declaration in the form attached 
as Schedule B sworn by a director or the chief financial officer of HBC. The Deposit Bank shall, subject to Section 
3.5(c) hereof, comply with such direction and shall not release such amount from the Escrow Account to either HBC 
or BBC except:- 


(a) pursuant to a direction given by HBC in accordance with Section 3.2 above or 3.4 below; or 
(b) pursuant to a direction given by BBC in accordance with Section 3.5 below. 


For the avoidance of doubt, where HBC has given a direction under Section 3.2 and under this Section, the 
Escrow Amount shall be allocated first to the Adjustment Claim and secondly to the Warranty Claim and, to the 
extent that the aggregate amount of both claims exceeds the Escrow Amount, the amount of the Warranty Claim 
shall, for the purposes of this Agreement, be correspondingly reduced. 


3.4 To the extent that at any time following a direction given under Section 3.3 above with reference to a 
Warranty Claim, the Warranty Claim is settled or finally determined in HBC’s favour, then HBC may direct the 
Deposit Bank to release forthwith to HBC from the Escrow Account the amount referred to in paragraph (b) below by 
delivering concurrently to the Deposit Bank and BBC:- 


(a) a statutory declaration substantially in the form attached as Schedule C sworn by a director or the chief 
financial officer of HBC; and 
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(b) an irrevocable written direction of HBC directing the Deposit Bank to release to HBC or to its order the 
lesser of: 


(i) the amount referred to in paragraph 4 of such statutory declaration; and 
(ii) the Escrow Amount, 


and without further notice to or authorization from BBC, the Deposit Bank shall on the tenth day following such 
direction (or the next succeeding Business Day) comply therewith or, if the Escrow Amount has not yet been credited 
to the Escrow Account, the Deposit Bank shall comply with such direction on the date of the tenth day following such 
direction (or the next succeeding Business Day) and the date the Escrow Account is so credited. 


For the purposes of this Agreement, a Warranty Claim will be treated as having been settled or finally 
determined upon (i) settlement by agreement between BBC and HBC, or (11) the expiry or extinction of all appeal 
rights from a judgment or order made by a court of competent jurisdiction. 


3.5 (a) Ifno direction is given by HBC under Section 3.2 or 3.3 or 3.4 on or prior to the sixtieth day following the 
Closing, BBC shall be entitled to the release of the whole of the Escrow Amount. 


(b) If following the expiry of the period referred to in paragraph (a) above a portion of the Escrow Amount is 
not the subject of a direction given under Section 3.2, 3.3 or 3.4 hereof, in which case BBC shall be 
entitled to the release of such portion. 


(c) If following a direction by HBC under Section 3.3 above in respect of a Warranty Claim, HBC fails 
diligently to pursue its Warranty Claim, in which case BBC shall be entitled to the release of the amount 
held pursuant to Section 3.3; for the purposes of this paragraph HBC will be deemed not to be pursuing 
diligently its Warranty Claim if (and only if) it fails to commence legal proceedings within six months of 
giving the direction under Section 3.3. 


(d) If any Warranty Claim is settled or finally determined in favour of BBC, in whole or in part, or if, in the 
case of a direction given under Section 3.3 in respect of a pending Adjustment Claim, the final 
Post-Closing Statement discloses that the amount of the Adjustment Claim is less than the amount held 
under Section 3.3 with respect thereto, BBC shall be entitled to the release of the portion of the Escrow 
Amount (if any) theretofore being held pursuant to Section 3.3 but in respect of which the settlement or 
final determination is in favour of BBC or, as the case may be, the amount of the reduction of the 
Adjustment Claim. 


Any direction for a release pursuant to the foregoing provisions of this Section shall be made by BBC delivering 
concurrently to the Deposit Bank and to HBC:- 


(i) a statutory declaration substantially in the form attached as Schedule D signed by a director or the 
liquidator of BBC; 


(ii) an irrevocable written direction of BBC directing the Deposit Bank to release to BBC or to its order the 
amount of its entitlement, 


and, without further notice to or authorization from HBC, the Deposit Bank shall comply with such direction on the 
tenth day following delivery of such direction (or the next succeeding Business Day). 


THE DEPOSIT BANK 


4.1 The Deposit Bank hereby accepts its obligations as escrow agent on the terms and conditions contained in this 
Agreement, including the following terms and conditions which are hereby agreed to by all parties: 


(a) the Deposit Bank undertakes to exercise those rights and powers as are vested in it by this Agreement with 
the same degree of care and skill as a reasonably prudent man would exercise or use under the 
circumstances in the conduct of his own affairs; 


(b) the Deposit Bank may rely and will be protected in acting upon any instrument believed by it to be genuine 
and to have been signed or presented by the proper party or parties; 
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(c) the Deposit Bank will not be liable with respect to any action taken or omitted to be taken by it in good faith 
in accordance with any direction or request of the parties which the Deposit Bank is required to comply 
with under this Agreement and believed by it to be authorized in the discretion or rights or powers 
conferred upon it by this Agreement. 


4.2 The Deposit Bank will in respect of its services hereunder be entitled to its usual bank charges and reasonable 


expenses incurred by it hereunder, which charges and expenses will be deducted from the amount held in the Escrow 
Account. 


4.3 BBC and HBC, jointly and severally, will indemnify and save harmless the Deposit Bank against any 
liabilities not arising from its own fault or negligence which it may incur in the exercise and performance of its rights, 
powers, trusts, duties and obligations under this Agreement. 


4.4 The Deposit Bank may resign as escrow agent under this Agreement by giving notice to each of BBC and 
HBC specifying a date not less than 90 days after the date of the notice when such resignation will take effect. The 
resignation will take effect on the later of the date specified in such notice or the date as of which a successor is 
appointed by BBC and HBC or by a judge of the Supreme Court of British Columbia and when all deeds and 
acceptances necessary for proper vesting of the Escrow Amount in the successor have been duly and validly executed 
and delivered by or to it and it has agreed to be bound by this Agreement. 


4.5 The appointment of the Deposit Bank hereunder may be terminated by mutual agreement (in writing) of HBC 
and BBC. 


4.6 The duties and obligations of the Deposit Bank under this Agreement will terminate:- 
(a) upon release of the Trust Amount if no funds are released to the Deposit Bank; or 
(b) upon release by the Deposit Bank of the full amount of the Escrow Amount pursuant to this Agreement; or 


(c) upon the effective date of resignation or termination pursuant to Section 4.4 or 4.5 above. 


GENERAL PROVISIONS 


Sal The parties hereto will execute such further and other documents and do such further and other things as may 
be necessary to carry out and give effect to the intent of this Agreement. 


5.2 This Agreement will be binding upon and will enure to the benefit of and be enforceable by the parties hereto 
and their respective successors and permitted assigns. 


5.3 Time will be of the essence of this Agreement. 


5.4 Any notice or communication required or permitted to be given under this Agreement will be in writing and 
will be given by delivery and will be deemed to have been given upon delivery in each case addressed as follows: 


If to BBC at: 


BANK OF BRITISH COLUMBIA 
555 Burrard Street 

Vancouver, British Columbia 
Attention President 


with a copy to: 


RUSSELL & DuMOULIN 
Barristers and Solicitors 

1075 West Georgia Street 
Vancouver, British Columbia 
V6E 3G2 

Attention Mr. J. Thomas English 
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If to HBC at: 


HONGKONG BANK OF CANADA 
1818 Granville Square 

200 Granville Street 

Vancouver, British Columbia 
Attention The President 


If to the Deposit Bank: 


THE ROYAL BANK OF CANADA 
1055 West Georgia Street 

Vancouver, British Columbia 
Attention Vice-President and Manager 


Any party may at any time give notice in writing of any change of address of the party giving the notice and from and 
after the giving of the notice the address or addresses specified in the notice will be deemed to be the address of the 
party for the purposes of delivery of any notice or communication. : 


5.5 If any portion hereof is invalid for any reason, such invalidity will not affect the validity of the remainder of 
this Agreement, which will continue in full force and effect and be construed as if this Agreement had been executed 
without the invalid portion. 


5.6 | Noparty may assign in whole or in part any of its interest hereunder without the prior written agreement of the 
other parties except that HBC may assign all or part of its interest hereunder to CDIC and BBC hereby consents to 
such assignment and will provide such acknowledgements or assurances as may be reasonably requested by HBC to 
effect such assignment. 


5.7 This Agreement will be governed by and construed in accordance with the laws prevailing in British 
Columbia. 


5.8 The headings in this Agreement have been inserted for reference and as a matter of convenience only. 


IN WITNESS WHEREOF the parties have executed this Agreement on the day and year first above written. 
BANK OF BRITISH COLUMBIA 


By: 


HONGKONG BANK OF CANADA 


By: 


THE ROYAL BANK OF CANADA 


By: 
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SCHEDULE A 
STATUTORY DECLARATION 


CANADA ) IN THE MATTER OF THE SALE OF 

PROVINCE OF BRITISH COLUMBIA ) ASSETS OF BANK OF BRITISH COLUMBIA 

TO WIT: ) TO HONGKONG BANK OF CANADA 

Lo, Aan Pane RE UCR SPE set en OR De A Meh SAS Ole RA Nee iit tthe ee ae eine ? 


in the City of 
DO SOLEMNLY DECLARE THAT: 


1. [am [a director] [the Chief Financial Officer] of Hongkong Bank of Canada (‘‘HBC’’) and as such have 
personal knowledge of the matters hereinafter declared. 


2. This Declaration is delivered pursuant to: 


(a) the Agreement of Sale and Purchase dated November , 1986 (the ‘‘BBC/HBC Agreement’’) made 
between Bank of British Columbia (‘‘BBC’’) and HBC, providing for the sale of certain assets by BBC to 
HBC; and 


(b) Section 3.2 of the Escrow Agreement dated November , 1986 (the ‘‘Escrow Agreement’’) made 
between BBC, HBC and The Royal Bank of Canada (the ‘‘Deposit Bank’’) providing for the deposit in 
escrow of certain trust monies. 


3. HBC has complied in all respects with the provisions of Section 5.2 of the BBC/HBC Agreement in the 
preparation of the Post-Closing Statement as defined in that Agreement and annexed as Exhibit | to this Declaration. 


4. The Post-Closing Statement discloses that the amount of the Purchased Assets (as defined in the BBC/HBC 
Agreement) [exceeds/is less than] the amount of the Assumed Liabilities (as defined in the BBC/HBC Agreement) 
by only $ 


5. The sum of $ is now due and payable to HBC out of monies held by the Deposit Bank pursuant to Section 
3.2 of the Escrow Agreement. 


And J make this solemn Declaration conscientiously believing it to be true and knowing it is of the same force and 
legal effect as if made under oath. 


SWORN BEFORE ME at the of 
, in the Province of 
, this 

day of 7 198 


Notary Public in and for the 
Province of 


Ne Ne Na as NN a 
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SCHEDULE B 
STATUTORY DECLARATION 


CANADA ) IN THE MATTER OF THE SALE OF 

PROVINCE OF BRITISH COLUMBIA ) ASSETS OF BANK OF BRITISH COLUMBIA 

TO WIT: ) TO HONGKONG BANK OF CANADA 

1 ee re rien ae eel ga Ga ae ye ice WEN set ie ae eee f OE ts fu og cel a ake en RE, ey ae : 
in the City Of Gyo. cae ee 40s cay See OR RdE ie Province Of (2g - as ea <6 at bale alee ee ee ; 


DO SOLEMNLY DECLARE THAT: 


1. Iam [a director] [the Chief Financial Officer] of the Bank of British Columbia (‘“BBC’’) and as such have 
personal knowledge of the matters hereinafter declared. 


2. This Declaration is delivered pursuant to: 


(a) the Agreement of Sale and Purchase dated November , 1986 (the ‘‘BBC/HBC Agreement’’) made 
between BBC and Hongkong Bank of Canada (‘“‘HBC’’), providing for the sale of certain assets by BBC 
to HBC; and 


(b) Section 3.3 of the Escrow Agreement dated November , 1986 (the ‘‘Escrow Agreement’’) made 
between BBC, HBC and The Royal Bank of Canada (the *“‘Deposit Bank’’) providing for the deposit in 
escrow of certain trust monies. 


3. HBC considers that it [has the following claim or claims against BBC for breach of representations and 
warranties given by BBC in Section 6.1 of the BBC/HBC Agreement in an aggregate amount exceeding 
$3 ,000,000][will have the following Adjustment Claim]: [set out short details of claim(s)]. HBC considers that the 
amount of such claim or claims is $ _, together with interest thereon. 


4. Under the terms of the Escrow Agreement you are hereby directed to hold the amount of $ standing to the 
credit of the Escrow Account (as defined in the Escrow Agreement) in accordance with the provisions the Escrow 
Agreement. 


And I make this solemn Declaration conscientiously believing it to be true and knowing it is of the same force and 
legal effect as if made under oath. 


SWORN BEFORE ME at the of 
, In the Province of 
, this 
day of , 198 


Notary Public in and for the 
Province of 


i 
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SCHEDULE C 
STATUTORY DECLARATION 


CANADA ) IN THE MATTER OF THE SALE OF 
PROVINCE OF BRITISH COLUMBIA ) ASSETS OF BANK OF BRITISH COLUMBIA 
TO WIT: ) TO HONGKONG BANK OF CANADA 

PAPO ER. <5, 2 ols ea ee ee A Ra aNd BCE at te ee ee One e Pe ae Ok Ae Pee ese ee 


in the City of 
DO SOLEMNLY DECLARE THAT: 


1. {am [a director] [the Chief Financial Officer] of Hongkong Bank of Canada (‘‘HBC’’) and as such have 
personal knowledge of the matters hereinafter declared. 


2. This Declaration is delivered pursuant to: 


(a) the Agreement of Sale and Purchase dated November , 1986 (the ‘‘BBC/HBC Agreement’’) made 
between Bank of British Columbia (‘‘BBC’’) and HBC, providing for the sale of certain assets by BBC to 
HBC; and 


(b) Section 3.4 of the Escrow Agreement dated November , 1986 (the ‘‘Escrow Agreement’’) made 
between BBC, HBC and The Royal Bank of Canada (the ‘‘Deposit Bank’’) providing for the deposit in 
escrow of certain trust monies. 


3. A [settlement/final determination] for the purposes of the Escrow Agreement has been made in favour of HBC 
in respect of the Warranty Claim (as defined in the Escrow Agreement) notified to you on ,19 .The amount of 
the [settlement/final determination] made in favour of HBC is $ 


4. The sum of $ is now due and payable to HBC out of the Escrow Account pursuant to Section 3.4 of the 
Escrow Agreement. 


And I make this solemn Declaration conscientiously believing it to be true and knowing it is of the same force and 
legal effect as if made under oath. 


SWORN BEFORE ME at the of 
, in the Province of 
, this 

day of » 198 


Notary Public in and for the 
Province of 


eee ON Nee 
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SCHEDULE D 
STATUTORY DECLARATION 


CANADA ) IN THE MATTER OF THE SALE OF 

PROVINCE OF BRITISH COLUMBIA ) ASSETS OF BANK OF BRITISH COLUMBIA 

TO WIT: ) TO HONGKONG BANK OF CANADA 

\ IfeeNt VRP RMR Leh PereetC erie a eng ok. Re oe eA Ar rae Ty | AOL .& senna gen Cee eee ae a : 
in the (City Of: 2. eae oad Ne oan aes eee » PROVINCE OF | is wast «a aie hele Rte ee ; 


DO SOLEMNLY DECLARE THAT: 


1. Iam [a director] [the liquidator] of the Bank of British Columbia (“‘BBC’’) and as such have personal 
knowledge of the matters hereinafter declared. 


2. This Declaration is delivered pursuant to: 


(a) the Agreement of Sale and Purchase dated November , 1986 (the “‘BBC/HBC Agreement’’) made 
between BBC and Hongkong Bank of Canada (‘“‘HBC’’), providing for the sale of certain assets by BBC 
to HBC; and 


(b) Section 3.5 of the Escrow Agreement.dated November , 1986 (the “‘Escrow Agreement’’) made 
between BBC, HBC and The Royal Bank of Canada (the ‘“Deposit Bank’’) providing for the deposit in 
escrow of certain trust monies. 


3. By virtue of [here set out details of reasons for entitlement], BBC is entitled to the release of $ of the Escrow 
Amount under paragraph [(a)/(b)/(c)/(d)] of Section 3.5 of the Escrow Agreement. 


4. <A certified copy of this statutory declaration and the irrevocable written direction given pursuant to Section 
3.5(11) of the Escrow Agreement has been concurrently delivered to HBC. 


And I make this solemn Declaration conscientiously believing it to be true and knowing it is of the same force and 
legal effect as if made under oath. 


SWORN BEFORE ME at the of 
, in the Province of 
, this 

day of Sle ks 


Notary Public in and for the 
Province of 


_ 44 44a 
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BANK OF BRITISH COLUMBIA 


EXHIBIT 6 TO THE 
SALE AGREEMENT 


Consolidated Statement of Assets and Liabilities 
as at October 31, 1986 (in thousands of dollars) 


Assets 

Cash resources: 
Cash and deposits with Bank 
Deposits with other banks 


Securities: 
Issuedvor ctiaranteed: bya@anadae meaner br rr rien ree eee eee 


Issued or guaranteed by provinces and municipal or school corporations 
Other securities 


Loans: 
Day, call and short loans to investment dealers and brokers, secured . . . 
IEOANSETONDANKS Ramee eae echo CicV Einar Ne eh anc cunt nn ee ae 
Morte a ces] Oansey pert cee esas taunts etre ean Pes yh cethNe RA oct ance 
Otheiloansyana teenie nee anata kee tae ak eras 


Other: 
Customersliabilityaundemacceptancesman. ice aaceen re reenter: 
andy building ssandkequipmenterarerreien rin -il eaters ae 
Othensassetsie epee ec ceier rae: romero nae hire sealey py wed 


Canadian currency deposits: 
Ray ablesontdeniandeepwery weer eiierrsrce. Soars apatecvate rene caries ovate ise ee, 
Payablesaitennotcer—shersOnalmmeeeian see ncrieerinn eter acer 
aaa N ONPCLSON ale. ook Sere eke ee bs coat vistn soem 
RAWAL Oil 2 iibael CHS dl Aol Good manuqudoousouscusaweco so 
=== INOMPELSOMAlli ave zw erieies, wove eleteiseves is aeevete 


Foreign currency deposits: 
Pav ablestou Dank Spray .ic kaa abcsye ses aisha stescsiyksado gs le aatge alee 
PayablestORotnenstrey ere eitts sci tac te eras hie ae oaasietnanciiode eile baer 


Other liabilities: 
Chequespandtothemitemis inmtransit; meta serio ei eit eae eee 
INGWAVTGES like BRIS Oi CANEGE soo cckancoadenan nan sab nnvadomne se 
Acceptances 
Miabilittestofisubsidianes,,other thanideposits:a.-1cis ae as sear ae ere 
Ofheimliiabilittcseesemner ecto eee ereee grate Lema cece: 


Subordinated debt: 
Baniksdebenttinesm ete icin cts cuat Rete ein et cha cot hamens ane ce asa i raretentr s 


Capital and reserves: 
IX SCOURING MOP COP INAING CIs «oon seveobscosdusuoouosncouconn 
Shareholders’ equity: 
Capital stock: 
Preferred shares, without par value 
Authorized 3,000,000 shares 
isstedsSeniesi AvoO5 8, SOO ish ares aa altaraeyacieldetlal- leila lena 
SCR 13) LIONO MOSES: oop eeodontooheabogdeudcd dono 
Common shares, without par value 
Authorized $500,000,000 
[RSSieva VSO od both ln Gave omen Oe OO e ASE OOS me 


RetainediearmingS naan vaca oie see abiasie® wesc dante yetantes ¢ 
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DRAFT 


October 31 
1986 


$ 43,125 
30,998 
19,421 


93,544 


173309 
3,057 
19,741 


195,907 


18,707 
435,316 
1,888,877 


2,342,900 


100 
33,059 
100,227 


133,386 
$2,765,737 


$ 114,819 
745 ,302 


429 000 
100 
57,493 
42,722 


529739 


10,319 


(113,879) 


16,470 
20,000 


244,870 
16,291 


183,752 
$2,765,737 


BANK OF BRITISH COLUMBIA 


Consolidated Statement of Assets and Liabilities 


as at October 31, 1986 (in thousands of dollars) 


Liquid assets: 
G@ashandideposits with Bank of (Ganada cee rl said acted cei ete eee eee 
Depositsswith other banksy. 4 statis eesccts sae) stave eer eied a Girlie y «ay atk Oe Mee ie Aten er ae 
@heques andsotherfenmas intransis Meta waist sisrsNarg stake) 9 sicel-s ole oan eters el gael ata ee 

Securities: 
Issued or suaranteed| by Ganadavanc cteisle sci) dey one -is1e tneesmolensvo tet eee ae tera eat ett 
Other secnrities:. «tetas Wo cuitic cele Utes bigs ae od Gare hg eae or Re ec 


Loans: 
Daya call and short 1Oansye a ocrcc foie aro vate toncl slevaitele ce a wicta euel'e oe) aoe eae ek RN eee ene eet 
TOANS tO WANS? eens kin ibs cps rcbw tora pans Seas dan eusacn aus, Goole GokCns Congr dene IIe Reet deca ete aire Mee cdiseeie 


Consumer loans 
Mortrage loans sacs ood ee cake cn cats Meet aie «Sisters le ein) cee RPO hele eee Rs renner 
| RN ee Sete ceca cits ciate eee ieee ce eis OO ce eet BANS RA Oct ero omen bab oOo; ST agaote SS 


Foreign currency assets: 
Deposits withtother: banks’ 14): .oawvevaee. Se eietieventy, btF oh niu: Pere ene ene ae 
Securities psiautsy Mics sash dtc is. ar> enna Baeas.c ae mo uaeae sneieipbere faa wa SE ERG aca acinar tae neem 
Loans, to banks. ccc Pe cos ce che pie heehee le neeee meeue etait te eteen teen mec At tee tart 
| a Y No Tal (0) 3) CONANT Seti ancs Hats 3, Oke Caren een 0c eA EE BPeSteS SMES GOGO Gin moo Oo ed obs oc 
(Qi eulor i eee areae re aii en iene tt MnE Mri are. Ayicideitod doc dou ccvodandaU ole 


Other: 
Customers’ liabilityunder acceptances’ .~ hast = )1s.. oe eleven eR al le rayon enn eee oe 
Land “buildings: and: equipment. 2.0%. sis cv. ccanetelieyonsieteueuncea renege Vereen tensa cee Ree nce Ree eRe eK aes 
Less: Accumulated depreciation 


Deferred income taxesi ae ds oo sieis cc ores Sloe he She eee Cee Oe TLS OREO enn Tn oer eae 
MOTH ASSEUS. ike hence rb acme ONe oie Meckla o axle te eunclenolete Ateneo Eee ote oto 


Canadian currency deposits: 
Payable on-demand) Mistry. tiki av. math + oh aa Roe cies och Aes hrc AIS elev AL Orie Rie poe 
Payable:atter notice = Personal <2 nba a4 6 Ga Ried nara e meres eke miei TRIES GRA OR eRe tore 
S= (65 0) 18) 6): | Ca ena ee NGA doa. aoite o Gat ole alias 3.5 c 
Payable ona tixedsdate—— Personal 2 cracks suse sxcnstsictees pices crcasts epee iene eee eis iene ine 
HINO) 1g le) 0) 1: eee rere esate acto mmolntccod todas cae tad s }.cia 


Foreign currency deposits: 
Payable: Co: bark Spare teva cea fete ay tide iiPatte tesla alters coat tects eta to barks toate Palate Reve te ihre PAR cede ee ECORI os 
Payable to others 


Other liabilities: 
Cheques and other items in transit, net 
Advances from Bank of Canada 
ACCEDLANCES -, 5 ivathars se reteractere orcs fe tv antie ) ckoanern ahr aue isin sels eemtcelie e ceaiey SSC One One re einen nae ere es 
Inabilities sof subsidianes- other than’ deposits jars cei iirc ier ener Reena en eae 
QOtheriabilitiess prety versa cans aes esd oles ake cee sult alae cache RSL ane 


Subordinated debt: 
Bank Cebentures ioe a eos eouc suas fos crusaegoieuos oo out suseue aelaatpeveliausls ves alltel dae SOs cE 


Capital and reserves: 
Appropriations fOr CONUNZENCIES.. preter tt tam ete tetera tecestcls loneceret tate fete bet aetna ee ee 
Shareholders’ equity: 
Capital stock: 
Preferred shares, without par value 
Authorized 3,000,000 shares 
Issued: Series’ A. 6582 800shares % verso veshetd ties axa ac oyna. Savon gue Alea Pee Ree 
Series: By S002000ishanes i tee serech tes ates Le eee Gaels Cee ee 
Common shares, without par value 
Authorized! $500! OOOLO00 Berea rr cy arte nner ate fore ot tras ietiekcr ness ie chore eer ge eee 
Issued $244. 8701s pa etter oy cnc ope etek te Ae de ecora toner pte oa ok ohne 0c ne ee eee 


Retained Garnings i. /..tvac ciate \ cereal vtets boredom eaaver tare iattels i Giadoisileatniiiain ite ntvied: EO Cenacle 
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EXHIBIT 6 TO THE 
SALE AGREEMENT 


October 31, 
1986 


$ 43,125 
19,421 
173,109 


22,798 
258,453 


30 
1,097,179 
384,938 
435,316 
61,919 


1,979,382 
30,998 
18,677 


344,841 
394,516 


100 
53,050 
Me) 


33,059 
28,051 
72,176 


133,386 
$2,765,737 


$ 96,606 
628,924 
109,222 
595,814 
514,136 


1,944,702 


52,678 
44,971 


97,649 


429,000 
100 


57,493 
42,722 


52035 15 
10,319 


(113,879) 


16,470 
20,000 


244,870 
16,291 


183,752 


$2,765,737 


DRAFT 


July 31, 
1986 


$ 44,456 
2,010 
10,643 


114,738 
25,214 
—_ 197,061 


372 
1,186,464 
412,907 
433,740 
63,725 


2,097,208 
18,694 
17,017 


402,203 
437,914 


57,429 
23,536 


33,893 
26,399 
84,259 


144,551 
$2,876,734 


Sone 990 
593,109 
109,897 
604,236 
465,629 


1,864,861 
76,829 
42,279 

119,108 


564,000 


57,568 
51,360 


672,928 
10,324 


(89,266) 


16,470 
20,000 


244 870 
17,439 
209,513 
$2,876,734 


BANK OF BRITISH COLUMBIA 


Consolidated Statement of Assets and Liabilities 
as at October 31, 1986 (in thousands of dollars) 


Assets 


Oct. 31, 1986 


Cash resources: 


@ashvand deposits with) Bank <9. |... c+ swunseoveaceh aon oc. cee: S4sr 25 
DepositsewithwoOmerbanksae ty a. mers oe cece kn ree aee oo 30,998 
Cheques and’ other items in transit, net ......... 0.02... 0000eceeess 19,42] 
93,544 
Securities: 
Issued orm puarantécd! by (Canadas 3.00). 08s ee Oo. ae, eR 173,109 
Issued or guaranteed by provinces and municipal or school corporations . . 3,057 
ORBETASCCIRMIULESS eso Ponete nats brady aie circ on ies cack ea ce 19,741 
195 ,907 
Loans: 
Day, call and short loans to investment dealers and brokers, secured. . . — 
OSINGMOUDANG a a nah iy oe cin Ak Ps ee ew NT on eee 18,707 
Don Gage OAS ack red sofa ictih Or. Gece Gun mevaectoe bacmneire Gee: 435,316 
Onhenloansrmes sic wires waite con aay are 1,888,877 
2,342,900 
Other: aes 
Customers’ hhability umier acceptances......- 0.05 ..5 7 << odie ehh Saeee 100 
Handpabuill ding ssanceqlipmentvrse inet neta nei ek eee 33,059 
Oihergacsets stare wee rd. ch crete ver. ety ahaa yon ie a eo. Pe ae 100,227 
133,386 
$2,765,737 


Liabilities 


Oct. 31, 1986 


Canadian currency deposits: 


Payableionydemand a. en pets Meee rnreiin: sxe sigs one Bent tins anh eeee an $ 96,606 
Payable after notice: 
—— }HO ROE mccain sag oor” keto o Oe ra DIRmIOIn aM bee pekand muro ge ae 628 ,924 
Sa NONSPCISONAls mete wAPinect, eo art arnt eee ye Ne eer ete te LO9°222 
Payable on a fixed date: 
SL CLSOMA LE wstrete <aiticantan eee secgate, seni gor cate eee Mee AC eee Vor aes 595,814 
= ANON PEESOMAle aires Mirae: Lees se Mest vals Sets Sees eile) aeeiepeen ens 514,136 
1,944,702 
Foreign currency deposits: a fone 
Ray ablestosbanksSir care, gtrGhyeit cd hare Wali epee ocala eee 52,678 
RayablestonOthens:eraree yor tyacre ts swarcle nate en etaten eee eae aa ae 44,97] 
97,649 
Other liabilities: 
Ghequesrand fothemitemsunntransit, neue erin ete ein ate —_— 
Advances tromabanksolaCanadaien tga Piette beer eine 429,000 
INCCEDLANCES ae eps cagian otek tke ieoe ai nate ua ast gegaeyeueeey Soko Ry Me veneer e cae 100 
Liabilities of subsidiaries other than deposits ...................0.. 57,493 
Othersiabilitlestie.cs-scole eee ed Mees rece men nee tar ee ee ek erence 42,722 
529,315 
Subordinated debt: 
Bankgdebentures tia strane ace te ne RTA sd ein ere eae 10,319 
: 2,581,985 
Capital and reserves: 
J Noy SC GATOUNS Kye COMMA INAES ao onoonoboansenpoenoongooneoEonk (113,879) 
Capital stock: 
— Preferred Shares, without par value 
— Authorized 3,000,000 shares 
— Issued: 
=== NOUS IN Cbisie010) GREMOS. Ha cium Om hv diy a Go BDaH one oEOA GEE 16,470 
= eles lap OKO OO Mees ca censudeooanosadgnaorocsconac 20,000 
— Common shares, without par value 
— Authorized $500,000,000 
EA ISSUCHESLA AIS ONION A ytteek wr ectehe e e rd tk cia iene ero e 244 870 
Retainedicanminespwrs npreictrorat hear ache eas yiook ytoeeraciase ohare 16,291 
183,752 
$2,765,737 
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Adjusted 


EXHIBIT 7 TO THE 
SALE AGREEMENT 


Oct. 31, 1986 Purchased 


$ 43,125 
30,998 
19,421 


93,544 
173,109 


305i 
19,160 


195 326 


18,707 
433,916 
1,853,377 


2,306,000 


100 
Sul yay) 
45,612 


76,971 
$2,671,841 


Adjusted 


Oct. 31, 1986 Oct. 31, 1986 


$ 96,606 


628 ,924 
109,222 


595,814 
514,136 


944,702 


— 


52,678 
44,971 


97,649 


429,000 


529 ,637 


10,319 
2,582,307 


89,534 
$2,671,841 


$ 43,125 
30,998 
19,42] 


93,544 


173,109 
3,057 
19,160 


195,326 


18,707 
433,916 
1,837,535 


2,290,158 
100 


19,534 
37,466 


57,100 
$2,636,428 


Assumed 


$ 96,606 


628 ,924 
109,222 


595,814 
514,136 
1,944,702 
52,678 
44,97] 
97,649 


429,000 
100 
57,493 
33,330 


S195923 


10,319 
2 2593 


63,535 
$2,636,128 


Not 


$ 


15,842 


15,842 


2s 
8,146 


19,871 
A Sb) 


Not 
Assumed 


$ 


9,714 


9,714 


9,714 


25,999 
$ 35.713 


APPENDIX ‘‘D”’ 
PARTICULARS OF MATERIAL LITIGATION 


In August 1983 a counterclaim in an action pending in The Court of Queen’s Bench of Alberta was filed by 
E.A. Kutryk Industries Ltd. for damages of $3,000,000 and costs. The claim arises out of the alleged breach of a 
corporate banking agreement and wrongful appointment of a receiver-manager. Counsel for the Bank have advised 
that, on the basis of information available to them, the claim is unlikely to succeed. 


In August 1983 an action was commenced in The Court of Queen’s Bench of Alberta by George LaPierre & 
Propane Engineering Services Ltd. claiming general damages of $5,000,000, special damages and costs. The claim 
is based on alleged fraudulent acts on the part of and false affidavits sworn by or on behalf of the Bank. The Bank is 
defending the action and the outcome cannot be determined at this time. 


In November 1983 the Bank was joined by the Royal Bank of Canada as a fourth party by counterclaim in an 
action brought in The Court of Queen’s Bench of Alberta by S. Monaco & Associates Ltd. and another against 
A. Ninji for payment of $3,150,000, interest and costs. The claim is based on an alleged representation by the Bank 
that it had opened a letter of credit. A total of 11 parties is involved. Counsel for the Bank have advised that, on the 
basis of information available to them, the claim is unlikely to succeed. 


In February 1984 an action was commenced in The Court of Queen’s Bench of Alberta by Munzell Properties 
Ltd. claiming damages of $2,500,000, general damages of $1,300,000 and costs. The claim is based on the alleged 
breach by the Bank of a commitment to provide financing to the Plaintiff. Counsel have advised that, on the basis of 
information available to them, the claim is unlikely to succeed. 


In July 1984 an action was commenced by Edith M. McCracken and Lawrence A. Elliott in The Supreme Court 
of British Columbia claiming general damages, punitive and exemplary damages, interest and costs. The claim 
arises from the receivership of Farwest Cedar Fencing Ltd. and the Plaintiffs allege unlawful acts on the part of the 
Bank, the receiver-manager, and the Federal Business Development Bank. Counsel for the Bank have advised that 
based on the basis of information available to them, the claim is unlikely to succeed. 


In November 1984 an action was commenced in The Court of Queen’s Bench of Alberta by William Steinberg, 
William Friedman and three companies associated with one or the other of them. The defendants are the Bank and 
Ormskirk Investments Ltd. The Plaintiffs seek judgment for $61 million, an order setting aside an agreement 
between the Bank and Ormskirk Investments Ltd. relating to the sale by the Bank to Ormskirk of certain real estate 
and a portfolio of nonperforming loans owed to the Bank, including loans owed by the Plaintiffs, and certain other 
relief. The action arises out of the said sale which was allegedly made in breach of certain agreements between the 
Bank and the Plaintiffs to restructure the loans. Counsel for the Bank have advised that, in their opinion, based on 
their review of certain of the Bank’s documents relating to the Plaintiffs’ dealings with the Bank and interviews with 
key Bank personnel involved in such dealings, (a) it is highly unlikely that the Plaintiffs’ claim for an order setting 
aside the said agreement would be successful and (b) the balance of the Plaintiffs’ claim is of doubtful validity. 


In December 1984 a counterclaim in an action pending in The Court of Queen’s Bench of Alberta was filed by 
Jerry and Barbara Lupul and Wintergreen Leasing Ltd. claiming damages of $1,020,000, exemplary or punitive 
damages of $275,000 and costs, and alleging the unlawful appointment of a receiver by the Bank and alleged 
unlawful acts by the receiver. Counsel have advised that, on the basis of information available to them, the claim is 
unlikely to succeed. 


In October 1985 a counterclaim in an action pending in The Court of Queen’s Bench of Alberta was filed against 
the Bank by ADK Holdings Ltd., Karl Stadler, Susan Stadler, Sandor Seles and Anamaria Seles-Varga claiming 
damages of up to $8.2 million and alleging failure to advance funds under a commitment, the unlawful appointment 
of a receiver-manager by the Bank and certain unlawful acts by agents of the receiver-manager and the Bank. The 
Bank is defending the action; the outcome cannot be determined at this time. 


In May 1986, an action was commenced in The Court of Queen’s Bench of Alberta by Nissho Corporation 
claiming recovery of approximately $1,650,000 in respect of the value of certain inventory in the possession of 
Gainer Medical Canada Ltd. alleged to have been unlawfully seized by a receiver-manager appointed by the Bank. 
Counsel have advised that based on information available to them the claim is unlikely to succeed against the Bank. 
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In August 1986 an action was commenced in The Court of Queen’s Bench of Alberta by Pangaea Petroleum 
Limited for special damages of $35,000,000, general damages of $35,000,000, interest and costs. The claim arises 
out of alleged breaches by the Bank of an agreement with the Plaintiff. A receiver-manager of the Plaintiff has since 
been appointed; no notification has been received of his intention to continue the action. Based on information 
available, Counsel have advised that the claim appears to have little merit. 


In August 1986 an action was commenced in The Court of Queen’s Bench of Alberta by Teachers’ Investment 
and Housing Co-Operative for $1,041,268 and certain other relief, The claim alleges that the Bank was party to a 
series of transactions resulting in a fraudulent preference in favor of the Bank. Counsel for the Bank have advised that 
the maximum liability of the Bank would be $100,000. 
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AR29 


BANK OF BRITISH COLUMBIA 


NOTICE OF ANNUAL GENERAL MEETING OF SHAREHOLDERS 


NOTICE IS HEREBY GIVEN that the Annual General Meeting 
of the Shareholders of Bank of British Columbia will 
be held in The Holiday Inn, City Centre - Harbourside, 
1133 West Hastings Street, Vancouver, British Columbia, 
on the othrday cor April. £907, av 10330 a.m. Paciriic 
Standard Time, for the purposes of: 


1. receiving the Financial Statements for the year ended 
October 31, 1986, and the Auditor's Report thereon; 


2. considering, and if approved, passing with or without 
amendment the following Special Resolution: 


BE IT RESOLVED as a Special Resolution that the 
following amendment to By-Law No. 1 be confirmed: 


Sub-Section 1.01 (a) of By-Law No. 1 is deleted and 
the following substituted therefor: 


(a) Number - The number of Directors shall be 
fixed at not less than five (5) and not 
more than nine (9) as the Board may from 
time to time determine." 


3. electing Directors; 
4. appointing Auditors and fixing their remuneration; 
5. transacting such other business as may properly be 


brought before the Meeting. 


Vancouver, British Columbia By Order of the Board 
Marche 1 9oe7 
PETER H. STAFFORD 
Secretary 


Shareholders who are unable to attend the Meeting in 
person are requested to complete and return the enclosed 
form of proxy in the envelope provided to The Canada 
Trust Company, Four Bentall Centre, 1055 Dunsmuir Street, 
Vancouver, British Columbia, V7X 1P3 not later than the 
close of business on Tuesday, April 7, 1987. 


BANK OF BRITISH COLUMBIA 
MANAGEMENT PROXY CIRCULAR 
as of February 28, 1987 


SOLICITATION OF PROXIES 


This Management Proxy Circular is furnished in con- 


nection with the solicitation 
British Columbia (the "Bank") 
Annual General Meeting of the 
(the "Meeting"™) to be held on 
at the time and place and for 


the accompanying Notice of Meeting. 


by management of Bank of 

of proxies for use at the 
Shareholders of the Bank 
Wednesday, April 8, 1987, 
the purposes set forth in 
The solicitation will 


be primarily by mail, but proxies may also be solicited 


by employees of the Bank at nominal cost. 


The cost of 


this solicitation will be borne by the Bank. 


APPOINTMENT AND REVOCATION OF PROXIES 


The persons named in the 
Directors of the Bank. 


enclosed form of proxy are 


A Shareholder desiring to appoint 


some other person to represent him or her at the Meeting 
may do so either by writing such person's name in the space 


provided on the form of proxy 


and deleting the printed 


names or by completing another proper form of proxy. A 
person appointed as proxyholder need not be a Shareholder 


of the Bank. 


The form of proxy must be signed by the Share- 


holder, or by his or her attorney authorized in writing. 


A Shareholder who has given a proxy may revoke it 


by an instrument in writing, 


executed by the Shareholder 


Or by /hismorenersatllonneysaucnori Zed a nawriting mandmac. 


posited at the Head Office of 


the Bank, 1885 Two Bentall 


Centre, 555° Burracdr street, Vancouver, British Columbia, 
V7X 1Kl not later than the close of business on the last 
business day preceding the day of the Meeting or any ad- 
journment thereof, or with the Chairman of the Meeting 
on the day of the Meeting or any adjournment thereof. 


VOTING OF PROXIES 


Shares represented by a properly executed proxy in 
favour of persons designated in the attached form of proxy 
will be voted on any ballot which may be held in accordance 


with the direction contained in the proxy. 
of such direction they will be voted in favour of the Special 


In the absence 


Resolution confirming the amendment to By-law No.1, the 
election of the Nominees for Directors, the appointment 
of Auditors and fixing their remuneration. 


The enclosed form of proxy confers discretionary power 
on the persons named therein with respect to matters not 
specifically mentioned in the Notice of Meeting but which 
may properly come before the Meeting or any adjournment 
thereof and with respect to amendments to or variations 
of matters identified in the Notice of Meeting. In order 
to be valid, proxies must be delivered to The Canada Trust 
Company, Four Bentall Centre, 1055 Dunsmuir Street, Vancouver, 
British Columbia, V7X 1P3 not later than the close of business 
on Buesday, Apral FpeLosr. 


A simple majority of the votes cast at the Meeting, 
whether by proxy or otherwise, will constitute approval 
of all matters submitted to a vote at the Meeting other 
than the Special Resolution confirming the amendment to 
By-law No. 1 which requires a majority of not less than 
two-thirds of the votes cast by or on behalf of the Share- 
holders who vote in respect of that resolution. 


If a proxyholder, other than those persons named in 
the enclosed form of proxy, iS appointed, the Bank assumes 
no responsibility in respect of whether or not such proxy- 
holder votes those shares in accordance with instructions. 


VOTING RIGHTS 


As of February 28, 1987, there were authorized 33,964,324 
fully paid and outstanding common shares of the Bank without 
nominal or par value. Each holder of common shares of 
record as at the close of business on March 13, 1987, will 
be entitled to one vote in respect of each share held at 
that time, except as described below. However, a transferee 
of those common shares acquired after March 13, 1987, who 
establishes his ownership of such shares, may require the 
Bank, not later than ten days prior to the Meeting, to 
include his or her name on the list of shareholders entitled 
to vote at the Meeting. The holders of preferred shares 
are not entitled to vote at the Meeting. 


VOTING RESTRICTION 


Under the provisions of the Bank Act, common shares 
of the Bank may not be voted in person or by proxy if 


(a) the common shares of the Bank are held by a resident 
of Ganada form the wse or benefit of a non-resident 
o£ Canada? OF 


(b) the common shares of the Bank held by the shareholder 
together with the total number of common shares held 
for that shareholder and others associated with him 
or her exceed 10% of the outstanding common shares 
of ‘the Bank; or 


(c) the shareholder holds the common shares of the Bank 
in the name or right of or for the use or benefit 
of the Government of Canada, or a Province, or an 
agent thereof (including an official or corporation 
administering, managing or investing a fund established 
to provide compensation, hospitalization, medical 
care, annuity, pension or similar benefits to particular 
classes of individuals, or moneys derived from such 


a fund) or the Government of a foreign state or political 


subdivision, or an agent thereof. 


The foregoingsisea summary only. SAncopyeoferneRrevetant 
sections of the Bank Act will be forwarded to any shareholder 
upon request made to the Secretary of the Bank at the Bank's 
Head Office. 


To the knowledge of the Directors and Senior Officers 
of the Bank, no shareholder beneficially owns, directly 
or indirectly, shares carrying more than 10% of the votes 
attached to the outstanding common shares of the Bank. 


ELECTION OF DIRECTORS 


Following the Special General Meeting of Shareholders 
held on January 30, 1987 the Bank was left with an ongoing 
Board Of “five directors. “Iturs proposed pesubjectBtonthe 
passing of the Special Resolution referred to below, to 
elect five Directors at the Meeting to serve until the 
next Annual General Meeting of Shareholders. Unless au- 
thority to do so is withheld, the persons named in the 
accompanying form of proxy intend to vote for the nominees 
listed below, all of whom are presently Directors. Although 
the Bank does not contemplate that any of the nominees 
named below will be unavailable for election, in the event 
of any vacancies among these nominees, the persons named 
in the enclosed form of proxy reserve the right to vote 
in favour of another nominee in their discretion unless 
otherwise directed. 


Set out below is a summary of the record of attendance 
by Directors at Board and Board Committee meetings during 
the period. from November £7 91985 to October y3iy wales 
During this period, 11 Board meetings were held in Vancouver. 
Committees of the Board held meetings as follows: Executive 
ene Audit (4), Credit (6), and Compensation and Pension 

Sih 


INFORMATION CONCERNING NOMINEES FOR DIRECTORS 


Name 
and Address 


Russell James 
Bennett 


Westbank, B.C. 


Arthur John 
Block 


Vancouver, peGe (2) 


Wendy Burdon 
McDonald 

North Vancouver, 
Bae! 


Atlan Gtuant Olson 
Edmonton, Alberta 
Cais i3,) 


Dale George Parker 
Vancouver, 


Principal 
Occupation 


President 
McIntosh 
Centre Ltd. 
Real Estate, 
Ranching and 
Farming 


President 


Ask. Holdings 


Weds 
Investment 
Company 


President and 


Chairman of 
the Board 
By Ca Bearing 


Engineers Ltd. 


Bearing and 
Power. 
Transmission 
Company 


President 
Sevan. © LSen 
Construction 
ied. 
Construction 


Chairman, 


President and 
Chief Executive 
OEEITCeEr of Ehe 


Director 
Since 

May 8, 1967 
May 6, 1980 
May 28, 1985 
Dec 11, 1984 
May 28, 1985 


Common 
Shares 


Owned (4) 


41,844 


L7L 56 


Z2U0 


10, 250 


500 


Number 
of Meetings 
Attended 


Board 


0 


The current term of office of each of the above nominees 


15 (Ge 

(a2 9 

Bank 

will expire at the Meeting. 
(1) Member of the Executive Committee. * 
(2) Member of the Credit Committee.* 
(3) 
(4) 


Member of the Compensation and Pension Committee. * 
This column shows the number of common shares beneficially 


owned, dinectiy or indirectly, “or “controlled by each 


of the nominees as reported to the Bank. 


do not own or control any preferred shares. 


*Information given as at October 31, 1986. 


The nominees 


Board 
Committees 


dik 


10 


Recent changes in Board of Directors: 


Since the last Annual General Meeting two Directors, 
who were also employees, resigned following the cessation 
of their employment: geMr mG eb slarem Apia tal, 1986), and 
Mr. G. L. Farinsky (Octobere20). 10936) per OUsmOULCSTAG Directoms 
also resigned for personal reasons during the year: Mr. 
D. S. Lam (February 235 1986)) Mi Ace Nemnvecet Cm Apmi 
28, 1986), Mr. A. Hy Mitchell (Maye2] joc Omand) Mr... 
P. Saunders (October 6, 1986). Mr. Lam attended 2 meetings, 
Mr. Everett 3 meetings and 2 committee meetings, Mr. Mitchell 
5 meetings and 3 committee meetings, Mr. Hare 3 meetings, 
Mr. Farinsky 9 meetings and Mr. Saunders 5 meetings and 
13 committee meetings. 


Following the sale to Hongkong Bank of Canada the 
Board of Directors determined that a smaller Board was 
appropriate and all Directors except the five persons who 
are nominees for Directors named above, resigned from the 
Board. Particulars of these Directors and the number of 
meetings attended by each are set out below: 


Board Committee 
Gers els IsYexehele) 4 3 
Mire eA se Guede. als 7 
Mra Ra cena GLec 10 4 
Mite cn Kasey adie tak 109) 
Miers ie Gs eeleie 6 14 
MrseB. Kk. Lecky 5 = 
Mr. Ji W. Madiil V/ 3 
Mr Deal Res nO dS 9 4 
Migge Oi wie OCInLOS Sex 9 Tl 


DIRECTORS" AND OFFICERS" LIABILITY INSURANCE 


The Bank purchased liability insurance for its Directors 
and Officers in their capacities as Directors and Officers 
of the Bank. This insurance was in effect from November 
1, 1985 to March 3, 1986 at which time the coverage was 
cancelled by the Insurer. Despite setrores scOomdO™eso the 
Bank has been unable to obtain alternate coverage. The 
Bank has been advised by its brokers that coverage has 
been generally unavailable to small financial institutions 
in North America. The amount of the insurance was $25,000,000 
and the amount paid by the Bank as a premium was $22,905 
in respect of the policy year from March 3, 1985 to March 
3, 1986 and a further $16,525 in respect of a discovery 
period ended March 3, 1987. No amount of premium was paid 
by individual Directors and Officers.) The poli gvawasmsubgcct 
to a deductible of $2,500 per claim for each Dinrectorn and 


Officer subject to a total deductible not exceeding $7,500 
per claim, and a Gdéductible of $50,000 for Bank reimbursement 
of claims paid by the Bank as a result of indemnifying 

1ts Directors andsOreilcenrs. 


Subject to the provisions of the Bank Act and Section 
4.02 Of By=law No.) of the Bank, a Director or Officer 
would be entitled to claim from the Bank any amount paid 
EO "Settle an action or satisfy a judgment in respect of 
any action or proceeding to which he or she is a party 
by reason of being or having been a Director or Officer, 
except to the extent insurance coverage existed in respect 
Cf wsuch -claam-, 


STATEMENT OF DIRECTORS' 


REMUNERATION 
OF DIRECTORS 
(A) Number of 
dtrectome: 22) 


(Bi). (Comporation 
incurring cine 
expense - 

The Bank 


REMUNERATION 
OF OFFICERS 
(In excess of 
$75,000 per 
annum) 

(A) Number of 
OrLveenrs., ( Zi") 
(8) Corporation 
InCcuUrEanGg ene 
expense —- 

The Bank 


TOTALS 


(1) 


DiEeCrors. 
Fees 


ele no) Sie) 


N/A 


SCI 333 


AND OFFICERS' 


REMUNERATION FROM THE BANK 
AND ITS SUBSIDIARIES 


Nature of Remuneration Earned 


Year Ended October 31, 


Salaries 


NIL 


$2,004,000 


$2,004,000 


$512,500 represents payments made on or before January 15, 


Bonuses 


SOW) I sno) 


S617 7, U0 


InOS'6 


Others 


NIL NIL 


920,000 


$20,000 


Lota L 


Silicilie Shei 


Oey OW, S00 


327 802,833 


1986 under 


the Bank's Incentive Plan in respect of the Bank's performance in the fiscal 


year ended October 31, 1985. 
1986 to compensate certain Key cfiicers im recognition Of thelr contr bution 


to the completion of the transaction with Hongkong Bank of Canada. 


$165,000 represents payments made in November, 


DIRECTORS COMPENSATION 


Directors (other than Directors who are also employees) 
are paid a basic fee of $8,000 per annum together with 
a per diem of $250 for attending meetings of the Board 


or committees of the Board. Committee chairmen receive 
an annual ifee of 7$07000 4( $2500 0 t2n -thetcaserof tehaeceredit 
Committee). “Directors are reimbursed for reasonable “out-of—-— 


pocket expenses incurred in attending meetings. 


EMPLOYEE COMPENSATION 


During the year ended October 31, 1986 the Bank provided 
the benefits described below to certain employees. All 
such arrangements ceased at the time of the sale of assets 
to Hongkong Bank of Canada since virtually all the employees 
of the Bank became employees of Hongkong Bank of Canada. 


Automobile Program 


Executive officers were entitled to personal use of 
a leased automobile. During the year a new program was 
phased in whereby officers purchased their own automobiles 
and received a monthly allowance.The total costs of the 
program in the last fiscal year were approximately $96,914. 


Staff Loans 


Employees were eligible to borrow from the Bank, subject 
to satisfying normal credit criteria, at rates ranging 
from 3% p.a. to normal customer rates. All such loans 
have been taken over by Hongkong Bank of Canada. Deemed 
taxable benefits to all executive officers in the last 
fiscal year pursuant to section 80.4 of the Income Tax 
Act were $34,322. 


Incentive Plan 


Following the end of each fiscal year officers and 
senior management employees were eligible for additional 
compensation. Amounts were based on a formula in which 
an individual's salary level and performance rating and 
the financial performance of the Bank were the significant 
factors. No amount was or will be paid under this plan 
in respect of the most recently completed fiscal year. 


Termination Arrangements 


Under the terms of a five year employment agreement 
entered into in September, 1984 the Bank was obligated 
tO pay to, the former. Chad rman. .of “the, Board, Mr. E£.. Ff. Kaiser, 
Jr., an amount equal to his salary for the unexpired term 
subsequent to his resignation from the Bank. Mr. Kaiser 
was also entitled to a lifetime supplemental retirement 
allowance based on years of service, subject to a maximum 
of 703 of his final average earnings. Under a termination 
agreement with Mr. Kaiser his entitlement to a retirement 
allowance has been waived and the amount payable by the 
Bank will be less than the amount to which he is entitled 
to under these agreements. 


The President and Chief Executive Officer, Mr. D. 
G. Parker, in lieu of any claim for compensation for Loss 
of office, entered into a five year employment agreement 
as President and Chief Executive Officer providing for 
a reduction in salary of approximately 20%... In addition 
the Bank purchased an annuity to fund its, cbligations to 
Mr. Parker under a supplemental retirement income agreement 
entered into at the commencement of his employment in May, 
1985. The agreement provided for an annual lifetime retirement 
allowance equal to 2% of his final average earnings for 
each year of service with the Bank, subject to a maximum 
of 35 years or 70% of final average earnings. Service with 
Mr. Parker's previous employer is included for this purpose; 
however the allowance is reduced by the amount of pension 
and retirement allowances to be received from such employer. 


OPTIONS TO PURCHASE SECURITIES 


No Options to purchase Securities of the Bank or any 
of its subsidiaries have been granted to any person or 
corporation since the commencement of the Bank's last com- 
pleted financial year. 


INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 


Since the commencement of the Bank's last completed 
financial year, no Director or proposed management nominee 
fore lectiony as ay, Director (or Officer, or associate: Of oF 
Corporation, control led wby such Dinector ior Oftacer had 
any Material interest an respect Of any matter, direct 
Or indirect, Or on any Proposed transaction chat, has; ma— 
terially abfected on wall matertally attect the Bank ior 
any Of its subsidiaries. 


INDEBTEDNESS OF DIRECTORS 


No Person who is a Director or a proposed management 
nominee for election as a Director is or has been indebted 
to the Bank or its subsidiaries at any time since November 
1, 1985 except loans made on substantially the same terms, 
including those as to interest rate and collateral, as 
were available, at the time the loan was made to other 
customers of the Bank with comparable credit ratings and 
involving not more than the usual risks of collectability. 


INDEBTEDNESS OF OFFICERS 


Loans granted under the Bank's Staff Loan program 
(as described under "Employee Compensation") which are 
not within the definition of routine indebtedness set out 
in the proxy regulations under the Bank Act, or the applicable 
provisions of the Regulation under the Ontario Securities 
Act, are outlined in the following table. 


Under the terms of the sale agreement between the 
Bank and Hongkong Bank of Canada as of November 27, 1986, 
all loans to employees were included in the portfolio of 
loans sold to Hongkong Bank of Canada. Consequently none 
of the loans described below are presently outstanding 
tosgthe Bank, 


Maximum Indebtedness 


Name and During Year Ended 
Municipality of Residence October 31, 1986 
W. H. Adams, San Francisco S249), 654 

E. Ve. Andrusiak, Bamonton Si 56%, 6i/5S 

H. J. Bow, North Vancouver S74 Om 
Red eouChanan mca Loak yi S99 654 
A.K.C.Ee, Burnaby S/o ors 

We A. Franklin, North Vancouver S¥3 277.0156 

P. A. Pepin, North Vancouver S177, a54 

le (GAY Sprez, eNOGUIn Vancouver $140,431 

Pe He motabltorg vancouver S208 UCe 

J. D. Stoddart, =NOorteh Vancouvesns SES oa 6 

Jy A. Thomas, Noreen, Vancouver $159,668 

P. E. Villeneuve, Richmond SL Poin SEF) il 

G. R. Wallace, West Vancouver S15 eno 20 


AUDITORS 


The Bank Act requires the Shareholders of the Bank 
to appoint at each Annual General Meeting two qualified 
Lirms Of AaUddtors to act as Aud@tors of the Bank until 
the next Annual General Meeting. 


It is intended that proxies which are received pursuant 
to this solicitation will be voted for the appointment 
of Peat, Marwick, Mitchell & Co. and Thorne, Ernst & Whinney 
as Auditors of the Bank, to hold such office until the 
next Annual General Meeting of Shareholders at a remuneration 
to be fixed by the Shareholders. 


Dusting the past five financial years Peat, Marwick, 
Mitchell & Co. were appointed auditors in 1984, 1985 and 
LOS6s Thorne, Riddell in 1982, 1983, and 1986" and Delortte 
Haskins & Sells an 1982) 1983, 12984 and "L965, in accordance 
with the rotation required by the Bank Act. 


PENDING LEGAL MATTERS 


The Bank is subject to a number of legal actions arising 
in the normal course of its business. The Appendix to 
this) Circuler contains particulars of those actions that 
at the present time may be considered to be material. 


SPECIAL RESOLUTION 


As stated in the Management Information Circular dated 
December 12, 1986 sent to shareholders in connection with 
the Special Meeting on January 30, 1987 the powers of the 
Bank are limited to actions incidental to the winding up 
Of the Bank. In light of the sestricted scope of the Board’ s 
activities and in order to reduce the ongoing administration 
costs, the Board concluded that a smaller Board would be 
in the best interests of shareholders. Under the Bank 
Act a minimum of five directors is required. The present 
By-law contemplates a Board of between 15 and 30 directors. 
The Special Resolution set out in the Notice of Meeting 
would amend By-law no 1 by reducing the number to between 
Deand Ord reccons. 


sO 


OTHER BUSINESS 


The management of the Bank knows of no matters to 
come before the Meeting other than the matters referred 
to in the Notice of Meeting. It should be noted, however, 
that the enclosed form of proxy is a discretionary proxy 
and if any other matter should properly come before the 
Meeting, the shares represented by the enclosed form of 
proxy will be voted by the persons named therein on such 
other matters in accordance with their best judgment. 


The Board of Directors has approved the content and 
sending of this Management Proxy Circular on or about 
March 77.9 8H 


Peter H. Stafford 
SECKCEaLyY 


Habe 


APPENDIX 


PARTICULARS OF MATERIAL LITIGATION 


In August 1983 a counterclaim im an action pending in the 
Court of Queen's Bench of Alberta was filed by E.A. Kutryk 
industries, Lid. tor damages of 33,000,000 and costs, .The claim 
arises out of the alleged breach of a corporate banking agreement 
and wrongful appointment of a receiver-manager. Counsel for 
the Bank have advised that, on the basis of information available 
to them, the claim is unlikely to succeed. 


In August 1983 an action was commenced in The Court of 
Queen's Bench of Alberta by George Lapierre & Propane Engineering 
Services Ltd. claiming general damages of $5,000,000, special 
damages and costs. The claim is based on alleged fraudulent 
acts on the part of and false affidavits sworn by or on behalf 
of the Bank. The Bank is defending the action and the outcome 
cannot be determined at this time. 


In November 1983 the Bank was joined by the Royal Bank 
of Canada asa fOUrEh party by counterclaim invanvaction broughe 
in the Court of Queen's Bench of Alberta by S. Monaco & Associates 
Ltd. and another against A. “Nimgji for payment of $3,150,000, 
interest and costs. The claim is based on an alleged representa- 
ELON by they Bank that 1 had opened .a letter of credit. A total 
of 11 parties is involved. Counsel for the Bank have advised 
that, on the bases of information available to tEhem, the claim 
is unlikely to succeed. 


In November 1984 an action was commenced in The Court of 
Queen's Bench of Alberta by William Steinberg, William Friedman 
and three companies associated with one or the other of them. 
The defendants are the Bank and Ormskirk Investments Ltd. The 
Plaintiffs seek judgement for $61 million, an order setting 
aside an agreement between the Bank and Ormskirk Investments 
Ltd. relating to the sale by the Bank to Ormskirk of certain 
real estate and a portfolio of non-performing loans owed to 
the Bank, including loans owed by the Plaintiffs, and certain 


other relief. The action arises out of the said sale which 
was allegedly made in breach of certain agreements between the 
Bank and the Plaintiffs to restructure the loans. Counsel for 


the Bank have advised that, in their opinion, based on their 
review of certain of the Bank's documents relating to the Plain- 
tiffs' dealings with the Bank and interviews with key Bank pe- 
rsonnel involved in such dealings, (a) it is highly unlikely 
that the Plaintiffs' claim for an order setting aside the said 
agreement would be successful and (b) the balance of the Plain- 
tifris'’ claim a2s-or doubttul validircy. 


In February 1984 an action was commenced in The Court of 


Queen's Bench of Alberta by Munzell Properties Ltd. claiming 
damages of $2,500,000, general damages of $1,300,000 and costs. 


Gievuars 


The claim is based on the alleged breach by the Bank of a commit- 
ment to provide financing to the Plaintiff. Counsel havewadvised 
that, on the basis of information available to them, the claim 

is unlikely to succeed. 


In December 1984 a counterclaim in an action pending in 
The Court of Queen's Bench of Alberta was filed by Jerry and 
Barbara Lupul and Wintergreen Leasing Ltd. claiming damages 
of $1,020,000, exemplary or punitive damages of $275,000 and 
costs, and alleging the unlawful appointment of a receiver by 
the Bank and alleged unlawful acts by the receiver. Counsel 
have advised that, on thepbasis of sintrormationwavedlaolento 
them, the claim is unlikely to succeed. 


In October 1985 a counterclaim in an action pending in 
the Court of Queen's Bench of Alberta was filed against the 
bank by ADK Holdings Ltd., Karl Stadler, Susan Stadler, Sandor 
Seles and Anamaria Seles-Varga claiming damages of up to $8.2 
million and alleging failure to advance funds under a commitment, 
the unlawful appointment of a receiver-manager by the Bank and 
certain unlawful acts by agents of the receiver-manager and 
the Bank. Based on information available Counsel have advised 
that the claim appears to have little merit. 


In May 1986, an action was commenced in The Court of Queen's 
Bench of Alberta by Nissho Corporation claiming recovery of 
approximately $1,650,000 in respect of the value of certain 
inventory in the possession of Gainer Medical Canada Ltd. alleged 
to have been unlawfully seized by a receiver-manager appointed 
by the Bank. Counsel have advised that based on information 
available to them the claim is unlikely to succeed against the 
Bank. 


In August 1986 an action was commenced in The Court of 
Queen's Bench of Alberta by Pangaea Petroleum Limited for special 
damages of $35,000,000, general damages of $35,000,000, interest 
and costs. The claim arises out of alleged breaches by the 
bank of an agreement with the Plaintiff. A receiver-manager 
of the Plaintiff has since been appointed; no notification 
has been received of his intention to continue the action. 

Based on information available, Counsel have advised that the 
claim appears to have little merit. 


In August 1986 an action was commenced in The Court of 
Queen's Bench of Alberta by Teachers' Investment and Housing 
Co-Operative for $1,041, 268 and) certaingothersreller.sernesclaim 
alleges that the Bank was party to a series of transactions 
resulting in a fraudulent preference in favor of the Bank. 
Counsel for the Bank have advised that the maximum liability 
of the Bank would be $100,000. 


NOTES 


NOTES 
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BANK OF BRITISH COLUMBIA 


Maren 11, 1987 


Dear Shareholder, 


Enclosed is your copy of the Bank's Financial Statements for the 
fiscal year ended October 31, 1986, together with the report of 
the Auditors thereon. 


Financial institutions operating in Western Canada continued in 
1986 to experience the effects of the prolonged economic downturn 
in the Western provinces. Lower resource and commodity prices, 
oll) ganas gas Gan particular, contributed: toca fallin back»an real 
estate values, an increase in business failures and, as a result, 


in the Bank's non-performing loans and loan loss experience. 


The collapse in late 1985 of two small Western based banks and 
the merger of a third, resulted in concern among depositors and 


investors. 


Early in 1986 the Bank required temporary funding from the Bank 
of Canada with borrowings reaching a peak of $975 million during 


the second quarter of fiscal 1986. 


In response to these difficulties the Bank initially adopted a 
strategy of seeking a potential purchaser or merger partner. 
However, this was not successful and the Bank decided in‘ the 
second guarter of 1986 to consolidate its operations in order to 
focus its efforts and resources on the established and profitable 
parts of its business. Two international offices were closed and 
two scaled down; 19 domestic branches were closed and head office 


staff reduced by approximately 25%. 


The Bank's capital and reserves amounted to approximately $224.3 
million at the beginning of fiscal 1986. The combined effect of 
the high levels of loan loss experience and the loss for the year 
described above reduced capital and reserves to $75.4 million (or 


$1.15 per common share) by year-end. 


Since November 27, 1986 the Bank's activities have been confined 
to those incidental to a winding-up of its affairs. An Interim 
Report on the operations of the Bank for the quarter ended 
January 31, 1987 is being released concurrently with this letter 


and its enclosures. 


Yoursscruly. 


Dale G. Parker 
Chairman, President and 


Chief Executive Officer 


BANK OF BRITISH COLUMBIA 
CONSOLIDATED FINANCIAL STATEMENTS 


FOR THE YEAR ENDED OCTOBER 31, 1986 


Auditors' Report 

Consolidated Statement of Assets and Liabilities 
Consolidated Statement of Income 

Consolidated Statement of Appropriations for Contingencies 
Consolidated Statement of Changes in Shareholders' Equity 
Consolidated Statement of Changes in Financial Position 


Notes to Consolidated Financial Statements 


AUDITORS' REPORT TO THE SHAREHOLDERS OF BANK OF BRITISH COLUMBIA 


We have examined the consolidated statement of assets and liabilities 
of Bank of British Columbia as at October 31, 1986 and the consolidated 
statements of income, appropriations for contingencies, changes in 
shareholders' equity and changes in financial position for the year then 
ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 


procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the Bank as at October 31, 1986 and the 
results of its operations and the changes in financial position for the 
year then ended in accordance with prescribed accounting principles and 


on the basis of presentation described in Note 1. 


Vancouver, Canada Peat, Marwick, Mitchell & Co. 
January 30, 1987 Thorne Riddell 


Chartered Accountants 


BANK OF BRITISH COLUMBIA 


CONSOLIDATED STATEMENT OF ASSETS AND LIABILITIES 


AS AT OCTOBER 31 


(in thousands of dollars) 


ASSETS 


Cash resources: 
Cash and deposits with Bank of Canada 
Deposits with other banks 
Cheques and other items in transit, net 


Securities (Note 3): 
Issued or guaranteed by Canada 
Issued or guaranteed by provinces and 
municipal or school corporations 
Other securities 


Loans (Note 4): 
Loans to banks 
Mortgage loans 
Other loans (Note 5) 


Other: 
Customers' liability under 
acceptances (Note 6) 
Land, buildings and equipment (Note 7) 
Other assets (Note 8) 


LIABILITIES 


Deposits (Note 10): 
Payable on demand 
Payable after notice 
Payable on a fixed date 


Other: 
Advances from Bank of Canada 
Acceptances (Note 6) 
Liabilities of subsidiaries, other 
than deposits (Note 11) 
Other liabilities (Note 12) 


Subordinated debt: 
Bank debentures (Note 13) 


CAPITAL & RESERVES 


Appropriations for contingencies 
Shareholders' equity: 
Capital stock (Note 14): 
$2.28 cumulative redeemable preferred 
shares, Series A 
$2.22 cumulative redeemable preferred 
shares, Series B 
Common Shares 
Retained Earnings (deficit) 


D.G. Parker A.J. Block 
Chairman, President Director 
and Chief Executive 

Of ficer 


1986 1985 
43,124 $ 69 ,061 
30,998 43,060 
20,063 3,067 
94,185 115,188 
173,109 151,927 

3,057 1,741 
19,422 66,426 
195,588 220,094 
18,707 48,583 
433,078 404,163 
1,851,877 2,312,046 
2,303,662 2,164,792 

100 7,900 
28,512 36,501 
S223 106,012 
81,335 150 ,413 

$2,674,770 $3,250,487 
3 114,819 Ss 1837517 
745,302 831,787 
1,182,230 1,879 ,076 
2,042,351 2,894,380 
429 ,000 - 
100 7,900 
57,493 71,759 
60,111 41,795 
$46,704 121,454 
10,319 10,335 
(146,309) (70,784) 
16,470 17,070 
20,000 20,000 
244,870 244,870 
(59,635) 13,162 
75,396 224,318 
$2,674,770 $3,250,487 
A.S. Olson 
Director 


BANK OF BRITISH COLUMBIA 


CONSOLIDATED STATEMENT OF INCOME 


FOR THE YEAR ENDED OCTOBER 31 


(in thousands of dollars) 


Interest and dividend income: 
Loans 
Lease financing 
Securities 
Deposits with banks 


Total interest and dividend income 


Interest expense: 
Deposits 
Bank debentures 
Other 


Total interest expense 


Net interest income 
Provision for loan losses 


Net interest income after loan loss provision 
Other income 


Net interest and other income 


Non-interest expenses: 
Salaries 
Pension and other staff benefits 
Premises and equipment expenses, including 
depreciation 
Other 


Total non-interest expenses 


Net income (loss) before provision for income taxes 
ood 


Provision for income taxes (Note 15) 


Net income (loss) before extraordinary items 
Extraordinary items (Note 16) 


Net income (loss) after extraordinary items 


Net income (loss) applicable to common shares 
(Note 17) 
Before extraordinary items 
After extraordinary items 


Net income (loss) per common share - in dollars 
(Note 17) 
Before extraordinary items 
After extraordinary items 


1986 


$290,479 
(oye lg | 
7,696 


574 


305,466 


170,452 
1,050 


44,784 


216,286 


89,180 


30,174 


59,006 


22,992 


81,998 


43,526 
5,468 


18,974 


16,830 


84,798 


(2,800) 


(4,397) 


(657973) 


$(70,370) 


$ (7,691) 
$ (73,664) 


> (Zeke) 


1985 
so107215 
4,787 
187555 


4,073 


3377030 


245,568 
p42!) 


3,164 


250,027 


87,603 


67109 


71,494 


26,7003 


98,207 


BANK OF BRITISH COLUMBIA 
CONSOLIDATED STATEMENT OF APPROPRIATIONS FOR CONTINGENCIES 
FOR THE YEAR ENDED OCTOBER 31 
(in thousands of dollars) 


1986 1985 
Balance at beginning of year: 
Tax allowable $ (81,042) $ (60,466) 
Tax paid 10,258 16,679 
(70,784) (43,787) 
Changes during year: 
Provision for loan losses included in the 
Consolidated Statement of Income 307174 16,109 
Loss experience on loans (105,699) (36,106) 
Transfer to retained earnings - (7,000) 
(75,525) (26,997) 
Balance at end of year: 
Tax allowable (156,716) (81,042) 
Tax paid 10,407 107,258 


$ (146,309) $ (70,784) 


BANK OF BRITISH COLUMBIA 


CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS ' 


FOR THE YEAR ENDED OCTOBER 31 
(in thousands of dollars) 


Capital stock (Note 14): 
Balance at beginning of year: 
Preferred shares, Series A 
Preferred shares, Series B 
Common shares 


Changes during year: 
Issued: common shares - for cash 
- for stock dividend 
Purchased for cancellation - preferred shares, 
Series A 


Balance at end of year: 
Preferred shares, Series A 
Preferred shares, Series B 
Common shares 


Retained earnings (deficit): 
Balance at beginning of year 
Net income (loss) 
Dividends - preferred shares, Series A 
- preferred shares, Series B 
- common shares 
Transfer from appropriations for contingencies 
Expenses related to issues of common shares, 
net of income taxes 
Other 


Balance at end of year 


1986 


sy ART OTA) 
20,000 
244,870 


281,940 


(600) 


(600) 


16,470 
20,000 
244,870 


$281,340 


59137162 
(70,370) 
(1,136) 
Gist) 


41 


$ (59,635) 


EQUITY 


1985 


Seely, 070 
20,000 
LZpo2e 


TOS; C95 
167,824 
4,821 
(600) 
172,045 
17,070 


20,000 
244,870 


(1,764) 
(76) 


Se layloe 


BANK OF BRITISH COLUMBIA 
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED OCTOBER 31 

(in thousands of dollars) 


Source of cash: 
Operations: 
Net income 
Items included in net income 
not requiring the use of funds: 
Provision for loan losses 


Depreciation & write-off of fixed assets 


1986 


7 (70,370) 


30,174 
9,404 


Amortization & write-down of other assets L275 


Deferred income taxes 
Total from operations 
Other items: 
Decrease in: 
Deposits with other banks 
Securities 
Loans, net 
Other assets 
Increase in: 
Advances from Bank of Canada 
Deposits 
Other liabilities 
Liabilities of subsidiaries, other 
than deposits 
Capital stock issues 
Other 
Total source of cash 


Use of cash: 
Loss experience on loans 
Other items: 
Increase in: 
Cheques and other items in transit, net 
Loans, net 
Lease financing 
Land, buildings and equipment 
Other assets 
Decrease in: 
Deposits 
Liabilities, of subsidiaries, 
other than deposits 
Other liabilities 
Dividends, other than stock dividends 
Retirement of Bank debentures 
Redemption of preferred shares 
Share issue expenses, net of income taxes 
Other 
Total use of cash 


Increase (decrease) in cash and deposits 
with Bank of Canada 


Cash and deposits with Bank of Canada, 
beginning of year 

Cash and deposits with Bank of Canada, 
end of year 


36,781 


7,164 


12,,062 
24,506 
476,255 
20,473 


429,000 


13,047 


124 


$82,631 


105,699 


852,029 


14,266 
2,468 
16 

554 


1,008,568 


(25,930) 


69,061 


$ 43,124 


103,020 
Eos 


1,991 


eee) 
167,824 
180 


391,186 


36,106 


LO, 733 
271,613 
3 O00 
8,868 
38,360 


2,208 
37559 
a Os 
S52 
1,764 
304 


3807, 125 


BANK OF BRITISH COLUMBIA 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED OCTOBER 31, 1986 


1. BASIS OF PRESENTATION: 


On November 27, 1986, by the terms of the Bank of British Columbia Business 
Continuation Act, (the Special Act), Bank of British Columbia (the "Bank") 
disposed of 98.6% of its assets to Hongkong Bank of Canada for a purchase 
price of $2,636,128,000 which was satisfied by the payment of $63,535,000 
and the assumption of liabilities as to the balance. In the course of the 
negotiations leading to the sale, the parties agreed to the values of the 
assets and liabilities being disposed of, which values have been used in 
the preparation of these financial statements. 


The assets and liabilities retained by the Bank have been stated at their 
estimated net realizable values in the course of an orderly liquidation 
over time. 


The condensed consolidated balance sheet of the Bank (in thousands of dollars) 
at November 30, 1986, after giving effect to the disposition of assets, is 
presented below. 


Cash held in trust Sos} 5) 35 
Loans and other assets 34,424 
SEM he}e 
Other liabilities ZDOS 
Capital and reserves (hes ype p21) 
Se) ALEY) 


At October 31, 1985 the Bank was a going concern and the results of that year 
are not comparable with those for 1986. (See also Note 2, Prescribed Accounting 
Principles; Note 20, Contingent Liabilities). 
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PRESCRIBED ACCOUNTING POLICIES: 


The Bank Act and the rules and regulations issued thereunder by the 
Minister of Finance prescribe the form and content of the Bank's financial 
statements, as well as most of the accounting policies. The prescribed 
accounting policies followed by the Bank in determining net income conform 
in all material respects with generally accepted accounting principles 
except for the accounting for losses on loans and the deferral of gains 
and losses on the disposal of fixed maturity debt securities held in the 
investment account, as required by the above mentioned rules and 
regulations. 


The significant prescribed accounting policies followed by the Bank are 
summarized below: 


(a) Basis of consolidation: 


The assets and liabilities and results of operations of the Bank 
and its subsidiaries are reported in the financial statements on a 
consolidated basis. The subsidiaries are as follows: 


Canadian: Bank of British Columbia Mortgage Corporation 
Bank of British Columbia Financial Services Corporation 
BBC Investments Ltd. 
BBC Realty Investments Limited 
BBC Realty Ltd. 
WestBank Leasing Limited 
REIT Properties Ltd. 


Foreign: Bank of British Columbia (International) Limited 
British Columbia Financial Corp. (H.K.) Limited 


(b) Securities: 


Securities held for trading purposes are carried at market value. 
Realized gains and losses and unrealized valuation adjustments to 
market are recorded in current income. 


Securities held for investment purposes are carried at cost, with 
the exception of those securities issued or guaranteed by the 
Government of Canada or the provinces which are carried at cost, 
adjusted for amortization of premiums and discounts. Any provision 
for permanent impairment in value of investment securities is 
recognized through a charge to current income. 


Gains and losses resulting from disposals of fixed maturity debt 
securities held in the investment account, other than treasury 
bills, are deferred and amortized to income over five years on the 
straight-line basis. The unamortized portion was taken into income 
at October 31, 1986 in conjunction with the policy of stating 
assets at their estimated net realizable values in the course of an 
orderly liquidation over time. Gains and losses resulting from 
disposals of other securities, including treasury bilis, held an 
the investment account are recorded in current income. 


Ze 


PRESCRIBED ACCOUNTING POLICIES (continued) : 


(b) 


(c) 


(d) 


(e) 


Securities (continued) : 


The income effects of the amortization of premiums and discounts, 
the gains and losses on the disposal of securities and the 
adjustments to the valuations of both investment and trading 
account securities are recorded in Income from Securities in the 
Consolidated Statement of Income. 


Loans: 


Loans are recorded at the principal amount less unearned income, 
where applicable, and specific and general provisions for losses. 


Interest income is recorded on the accrual basis until such time as 
a loan is classified as non-accrual. Loans are placed on a 
non-accrual basis whenever there is, in the opinion of management, 
reasonable doubt as to the ultimate collectibility of some portion 
of principal or interest or when interest on a loan is due and has 
not been collected for a period of 90 days, unless senior credit 
management determines there is no reasonable doubt as to the 
ultimate collectibility of principal and interest. The amount of 
this overdue interest is charged against current year's income. 
Interest income on non-accrual loans is recorded on a cash basis. 


Direct finance leases: 


Direct finance leases are included in Other Loans in the 
Consolidated Statement of Assets and Liabilities. The gross lease 
receivable and the unearned lease income are recorded at the time a 
lease transaction is executed. The unearned lease income is taken 
into income over the lease term in amounts directly related to the 
balance of the net investment in the lease. 


Loan losses: 


Actual loan loss experience for the year, which consists of net 
changes in specific and general provisions for losses less 
recoveries on loans previously written off, is charged directly to 
appropriations for contingencies. A provision for future loan 
losses is charged to income and credited to appropriations for 
contingencies annually. The amount of this provision is determined 
by calculating the ratio of the last five years of loan loss 
experience to the last five years of eligible loans and applying 
this ratio to the outstanding eligible loans at the end of the 
current year. 


Bi. 


PRESCRIBED ACCOUNTING POLICIES (continued) : 


(e) 


(f£) 


(g) 


(h) 


Loan losses (continued) : 


As a consequence of the financial restructuring completed during 
1985 and following consultation with the Inspector General of 
Banks, commencing in 1985 the rules for the determination of the 
provision for future loan losses, to be charged to income and 
credited to appropriations for contingencies, are being applied 
using the ratio of loan loss experience to eligible loans for the 
years 1982 to 1984 similar to the ratio experienced by the Bank in 
the years prior to 1982. This is accomplished by replacing the 
actual loan loss experience for the years 1982 through 1984 in the 
five year average provision formula with amounts representing 
normalized loan loss experience of 0.40% of eligible loans. 


Appropriations for contingencies: 


Appropriations for contingencies consists of two elements - 
tax-allowable and tax-paid. The tax-allowable portion consists of 
provisions for loan losses charged to income plus discretionary 
transfers from retained earnings less the unconsolidated Bank 
actual loan loss experience. Transfers to tax-allowable 
appropriations for contingencies including transfers from retained 
earnings, are made on a tax-deductible basis. The limit on the 
tax-allowable appropriations is known as Prescribed Aggregate 
Reserve, and is calculated by applying a percentage, determined by 
regulation, to eligible assets net of specific and general 
provisions for losses relating to such assets (1 1/2% of the first 
$2 billion and 1% of the excess thereof). 


The tax-paid portion of appropriations for contingencies reflects 
the net of actual loan loss experience and provisions for loan 
losses as they relate to consolidated subsidiaries, and 
discretionary transfers to or from retained earnings on which taxes 
have been provided. 


Depreciation: 


Depreciation is provided for on the straight-line basis over the 
estimated useful life of the asset. Gains and losses on disposal 
of fixed assets are reported in the Consolidated Statement of 
income, 


Translation of foreign currencies: 


Assets and liabilities in foreign currencies are translated into 
Canadian dollars at the prevailing year-end rates; revenues and 
expenses are translated at prevailing month-end rates. Realized 
and unrealized gains and losses from transactions in and 
translations of foreign currencies are reported in Other Income in 
the Consolidated Statement of Income, except for unrealized gains 
and losses on investments in foreign subsidiaries which are 
credited or charged to retained earnings net of income taxes. 
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4. LOANS: 


(in thousands of dollars) 


The Bank has two categories of non-performing loans: non-accrual loans 
(Note 2 (c)) and renegotiated reduced rate loans which are loans where 
the terms have been modified to provide for a reduction in the interest 
rate due to the weakened financial condition of the borrower. 


Current Loans: 


Banks 
Mortgages 
Other Loans 
Provisions 
for Losses 
Net Current 
Loans 


Non-Performing 


Loans: 
Non-accrual 
loans 


Renegotiated 


reduced 
rate loans 
Provision 
for losses 
Net non- 
performing 
loans 


Total Loans 


(1) 


(2) 


1986 1985 

Inter- Inter- 
Domestic national Total Domestic national 
$ = >. 15,501 $ 18,501 S$ - S$ 47,667 

423,484 - 423,484 399,195 - 
1,595,642 23,532 1 ,S2r,l174 1,818,295 455,042 

al 
(4,483) (42,800) (47,283) (4,720) (8,200)+ 

2,014,643 2075233 2,221,876 2, 2b270 70 494,509 
137,119 6,362 143,481 907332 6,235 

- - ~ 1,000 - 
(60,482) Gise2uls)) (61,695) (36,967) (3,087) 

2 2 

7OpOS7 5,149 ___ 81,786 54,365 3,148 
Sz 091,,280 S22 ,302 S2303,0o02 SZ2,207 255 $497,657 


The Bank maintains a general provision for losses against 
sovereign risk loans made to certain countries which have 
encountered difficulty in servicing their debt or have required 
debt restructuring during the past few years. The general 
provision at October 31, 1986 amounted to $42,800,000 (1985 - 
$8,200,000) which represents approximately 38.0% (1985 - 7.6%) 
of the sovereign risk loans outstanding to these countries 
which are subject to rescheduling. 


Net non-accrual consumer loans amounted to $2,963,341 at 
October 31, 1986 (1985-$4,293,000). 


Total 


$ 47,667 
3997195 
27 2t spo 


(12,920) 


2p pene 


96,567 


1,000 


(40,054) 


Sioa 


$2,764,792 


OTHER LOANS: 
(in thousands of dollars) 


1986 1985 
Direct finance leases $ 61,919 $ 46,794 
Consumer loans 291,088 367,599 
Loans in currencies other than Canadian 318,041 544,863 
Demand and other loans in Canadian currency i, LSo7e29 17352 ,790 
Si S500 $2,312,046 


6. ACCEPTANCES, GUARANTEES AND LETTERS OF CREDIT: 


(in thousands of dollars) 


The Bank issues acceptances and letters of credit, and guarantees the 
payment of certain liabilities of customers, and has recourse against those 
customers with respect to any payments made on all of these commitments. 
Acceptances are reported as a liability and an offsetting asset in the 
Consolidated Statement of Assets and Liabilities. Guarantees and letters of 
credit are not reported in the Consolidated Statement of Assets and 
Liabilities but have been detailed below: 


1986 1985 
Guarantees $51,261 SuGs oz. 
Letters of credit 307210 57,968 
$81,471 SI 20 795 
7. LAND, BUILDINGS AND EQUIPMENT: 
(in thousands of dollars) 
Accumulated Net Book Value 
Cost Depreciation 1986 1985 
Land Sl sco 5 ~ $12,385 13,185 
Buildings 1,965 456 1,509 25578 
Computer equipment T2235 6,019 6,214 7,662 
Furniture, fixtures and 
equipment 10,149 7,714 2,435 5,043 
Leasehold improvements La y2i2 7,303 5,969 8,033 


$50,004 $21,492 $28,512 $36,501 


8. OTHER ASSETS: 
(in thousands of dollars) 


1986 1985 
Accrued interest receivable SyAks) etal 0S} Asp ets) 
Deferred income taxes - 31,641 
Real property other than Bank premises 20,403 25,942 
Income producing property 5,850 Oo 
Sundry, including accounts receivable 7,069 5,189 


$52,723 $106,012 


GEOGRAPHICAL DISTRIBUTION OF ASSETS BY LOCATION OF ULTIMATE RISK: 
(in thousands of dollars) 


1986 1985 
Amount Percent Amount Percent 
Canada S2 4197 475 90.4 2,799 ,034 86.1 
United States 135,590 ya dll 154,289 4.8 
Europe 20F aS 8 WS AAOY 2.4 
Middle East and Africa 89 - ies - 
Asia/Pacific 26,474 TES CA S22 Ze 
Latin America and Caribbean: 

Brazil 28 437 1.0 BS) 5 S27) ale 
Mexico 37, Ola: Med! 61,791 ibs’) 
Other 7,459 Ape 9,884 Ons 
U2, 9 0 Die 127,002 3.9 

Total assets S2 6747770 100.0 $37,250,487 ARGOS 0) 


The countries noted separately above represent those countries to which more 
than 1% of the Bank's risk assets are attributable at October 31, 1986. 
Risk assets for this purpose are defined as deposits with other banks, 
securities, loans (excluding mortgages) and customers liability under 
acceptances. As at October 31, 1986 risk assets totalled $2,097 million 
(985 "= S2,6052 million). 


LO. 


BAY ls 


i222 


Loe 


DEPOSITS: 
(in thousands of dollars) 
1986 
Deposits by Canada oa Li» 7,695 
Deposits by provinces 250,007 
Deposits by banks 54,023 
Deposits by individuals 1,247,056 
Other deposits B57 oiL0 
$2,042,735) 
LIABILITIES OF SUBSIDIARIES, OTHER THAN DEPOSITS: 
(in thousands of dollars) 
1986 
Bank of British Columbia Financial 
Services Corporation: 
Guaranteed floating rate notes 
(30 day Bankers’ Acceptance 
rate plus 0.25%), retractable at 
the option of the holder in August, 
1988 and maturing in August, 1990 $57,000 
Guaranteed fixed rate notes bearing 
interest at rates from 11.25% to 
12.5% payable in various amounts 
to 1989 493 
$57,493 
OTHER LIABILITIES: 
(in thousands of dollars) 
1986 
Accrued interest payable poy sys a Ts |, 
Accounts payable and accrued expenses 36,691 
Deferred income taxes 5,269 
$60,111 
BANK DEBENTURES: 
(in thousands of dollars) 
1986 


7 1/2% sinking fund debentures, maturing 
November, 1991 $ 319 

10 1/4% debentures, redeemable at the Bank's 
option until maturity in May, 1989 


$10,319 


10,000 


1985 


$ 507459 
110;,.130 
3687527 

Layo le 
L012, 052 


$2,894,380 


1985 


$60,000 


IV 159 


$71,759 


1985 


Sidi 2 ed 
14,578 


$41,795 


10,000 


$10,335 


The debentures are direct unsecured obligations of the Bank and are 
subordinated in right of payment to the claims of depositors and certain 


other creditors. 
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14. CAPITAL STOCK: 


Authorized: 

Preferred shares - 3,000,000 shares without nominal or par value, 
issuable in series for an aggregate consideration not 
exceeding $75,000,000 

Common shares - an unlimited number of shares without nominal or par 
value, issuable for an aggregate consideration not 


exceeding $500,000,000 
Outstanding: 


(in thousands of dollars) 


1986 1985 
Number Number 
of shares Amount of shares Amount 

Preferred shares, Series A: 

At beginning of year 682,800 S070 706,800 SOLO 

Purchased for cancellation (24,000) (600) (24,000) (600) 

At end of year 658,800 16,470 682,800 i ,070 
Preferred shares, Series B: 

At beginning and end of year 800,000 20,000 800,000 20,000 
Common shares: 

At beginning of year 33,964,324 244,870 5,169,526 WPA PP be) 

Issued for cash = - 2 31 OLS 167,824 

Stock dividend ~ - 824,085 4,821 
At end of year 33,964,324 244,870 33,964,324 244,870 
Total capital stock $281,340 $281,940 


Share rights and privileges: 


Preferred shares, Series A: 
These shares are redeemable at the option of the Bank at $26.50 per share 
declining annually by $0.50 per share to $25.00 per share after October 


307, 2988. 


The Bank has undertaken to make all reasonable efforts to purchase for 
cancellation in each calendar quarter 6,000 of the outstanding preferred 
shares, Series A at prices not exceeding $25.00 per share. 


Preferred shares, Series B: 
These shares are redeemable at the option of the Bank at any time on or 


after July 1, 1988 at $26.20 per share declining annually thereafter by 
$0.30 per share to $25.00 per share after July 1, 1992. These shares are 
retractable at the option of the holder on June 1, 1995 at $25.00 per 


share. 


=}'t= 


Share rights and privileges (cont.): 


The Bank has undertaken to make all reasonable efforts to purchase for 
cancellation in each calendar quarter at prices not exceeding $25.00 
per share the following number of these shares: 


(a) during the period commencing July 1, 1988 and ending June 30, 
1995, 6,000 preferred shares, Series B; and 


(b) commencing July 1, 1995 and thereafter, 0.75% of the number of 
preferred shares, Series B outstanding on June 30, 1995, 


This obligation is cumulative only within each calendar year. 


Dividends, Preferred shares, Series A and Series B 


The Directors of the Bank have decided not to declare or pay the 
regular quarterly dividends on the preferred shares, Series A and the 
preferred shares, Series B otherwise due on December 15, 1986 and 
December 1, 1986, respectively and do not expect to declare or pay any 
further dividends. 


Common shares: 


6 


The Bank is presently required to consult with, and receive the 
consent of, the Inspector General of Banks prior to the payment of a 
cash dividend on the common shares until such time as the deficit in 
appropriations for contingencies has been eliminated. This 
requirement is subject to review by the Inspector General of Banks. 


INCOME TAXES: 
(in thousands of dollars) 


The provision (credit) for income taxes recorded in the Consolidated Statement of 
Income represents income taxes applicable to the income or loss reported therein. 


Income taxes recorded in retained earnings represent the income tax effect 
related to the tax deductible transfer from retained earnings to appropriations 
for contingencies, to loan loss experience of subsidiaries, to share issue 
expenses and to unrealized exchange gains on investments in foreign subsidiaries. 


Provision (credit) for income taxes: 


1986 1985 
Consolidated Statement of Income: 
Current $ 666 Shy eg BS 
Deferred 931 (472) 
tah i) L013 
Extraordinary item (Note 16): 
Deferred 35,850 - 
Retained earnings: 
Deferred 129 (1,479) 


$37,576 $ (466) 


16. 
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EXTRAORDINARY ITEMS: 


The extraordinary items of $65,973,000 reported in the Consolidated Statement of 
Income are comprised of the following: 


i) Discontinuance and restructuring of the Bank's operations. 


In the second quarter of 1986 the Bank made the decision to consolidate 
its domestic operations and to close or dispose of those operations which 
were marginal or unprofitable. As a result the Bank closed 19 branches in 
Manitoba, Saskatchewan and Alberta. In addition the offices in Los Angeles 
and London were closed and the operations in San Francisco and Hongkong 
Significantly reduced in size. The total costs related to this decision 
were estimated to be $20,909,000 and reported as an extraordinary item in 
the second quarter. In the third quarter, this estimate was reduced by 
$1,000,000. At the year end, taking into account the cost of the sale of 
virtually all of its assets to the Hongkong Bank of Canada, the Bank 
further revised these estimates and increased the overall provision to 
S22, 023,000), 


ii) Deferred income taxes. 


At October 31, 1985 the Bank had recognized, as an asset on its balance 
sheet, $35,850,000 of deferred income taxes. This asset represented 
unutilized discretionary deductions which could be used in future years to 
reduce taxes otherwise payable in those years. In light of the Bank's 
loss in 1986 and the projections for 1987 and beyond, it became apparent 
that it was unlikely there would be sufficient taxable income generated in 
the future to utilize these tax deductions. The deferred income tax 
debits amounting to $35,850,000 were therefore written off to income in 
1986. 


iii) Contingent liabilities. 
A provision for contingent liabilities, as discussed in note 20, has been 
established in the amount of $8,000,000. 
NET INCOME (LOSS) PER COMMON SHARE: 
Net income (loss) per common share has been calculated on the daily weighted 
average number of common shares outstanding after giving retroactive effect to 
stock dividends (1986 - 33,964,324; 1985 - 29,554,940) and after giving effect to 
the preferred share dividend obligations for the year. 
LONG-TERM COMMITMENTS FOR LEASES: 
Rental expense for premises for the year ended October 31, 1986 was $6,663,000 


(1985 - $6,784,000). Minimum future rental commitments for premises under 
long-term leases are shown below. The Bank has no lease commitments which extend 


beyond 2007. 


(in thousands of dollars) 
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PENSION PLAN: 


The Bank's employee pension plan (the "Plan") was amended at January 1, 1986 from 
a defined benefit plan to a combination plan which now provides benefits to 
participants on a money purchase basis with a defined minimum benefit guaranteed. 


The actuarial valuation of the Plan as at January 1, 1986 indicated an excess of 
the actuarial value of the assets over actuarial liabilities of $21,876,000. As 
a result the Bank requested and received permission from the Superintendent of 
Insurance and Revenue Canada to withdraw funds from the pension fund surplus. 
Upon receipt of the approval from the Superintendent of Insurance the Bank 
recognized $10,429,000 of income (net of income taxes of $11,447,000) in its 
quarter ended April 30, 1986. Shortly after the Bank obtained the approval of 
the Superintendent of Insurance, certain judicial developments in the area of 
pension plans intervened and the trustee of the Plan asked for further assurances 
before agreeing to release any of the surplus. Subsequent to the end of the 
Bank's fiscal year, the Superintendent of Insurance, in view of the intervening 
jurisprudence, revoked his previous approval and advised the Bank that it would 
be allowed to reapply to withdraw the surplus in accordance with new guidelines. 
This resulted in the Bank reversing in the fourth quarter the amount previously 
recorded. 


As at October 31, 1986, the date of the latest actuarial review, the actuarial 
value of the assets of the Plan exceeded the actuarial liabilities by 
$23,099,000. 


CONTINGENT LIABILITIES: 


The Bank is subject to a number of legal actions in the normal course of its 
business. A significant number of these actions have arisen in connection with 
loan collection proceedings and the Bank has made specific provisions in 
appropriate cases. In some cases counsel have given opinions as to the Bank's 
ultimate liability. In others counsel consider it premature to provide any 
opinion. Taking into account the opinions of counsel, where applicable, and the 
Bank's experience in prior years the Bank has provided a reasonable amount in the 
accounts for the eventual resolution of the contingent litigation liabilities. 


The Internal Revenue Service (the "IRS") in the United States proposes to 
reassess the Bank for the years 1978 to 1980 inclusive. The Bank has filed an 
official protest against this proposed reassessment. It is the view of the 
Bank's United States Tax Counsel that substantial defences exist as to the 
adjustments proposed by the IRS, however, it is not possible to determine at this 
time what the eventual outcome will be. Should the Bank's protest fail there is 
a possibility of further reassessments for the years 1981 to 1986, the potential 
magnitude of which are not determinable at this time. The Bank has provided a 
reasonable amount in the accounts for the possibility of being unsuccessful in 
its protest. 


